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In years of advocating enclosure for bus structures, I-T-E has been aided by 
recognition on the part of engineers in industry, of the hazards offered by 
open bus runs. No doubt, in plants now equipped with enclosed switch- 
gear, there are engineers who will recall experiences of their own with open 
structures in which accidental outages occurred or were narrowly avoided. 


AIR SWITCHGEAR (| 
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Jse Barber Regulators fo: Gas Economy 


Vv 


tified by A. G. A. 
ting Laboratory. 


s V4” up. Descrip- 


folders supplied 
for your trade. 
ite for Catalog 
Prices on Barber 
version and Ap- 
ce Burners, and 
ulators. 


N any program for national gas conservation, greater use 
of reliable pressure regulators is widely recommended. 
More satisfactory and uniform performance from the gas ap- 
pliance is also secured. Barber Regulators — quality-built 
throughout, with finest working parts, and non-deteriorating 
diaphragms — can be recommended to your customers with 
complete confidence in their reliability. 


Our facilities are now mainly employed on war work. For 
those limited purposes for which our regular line of products 
is permitted, we shall continue to supply them. Later, when 
normal conditions are restored, Barber will furnish its cus- 
fomary service to the trade on high quality Burners and 
Regulators. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


SARBER oncssuns REGULATORS 


ber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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tte Pipe Threading with 
his smooth little Fenczeanc No. 11R 


HEADS SNAP IN 
EITHER SIDE — 


Pak 
—$——___ 


hasers of these RIkAIb 
readers reverse quickly for 
lose-to-wall threads. 


HE RIDGE TOOL COMPANY, 


ibe always hurry these 
days. Well, if your rush 
is to thread 4% to 1% inch 
pipe, grab up this little 
RIFAID No. 11R, snap 
the size head you want in- 
to the drive ring from 
either side (it can’t fall 
out) and start threading 
in swift easy ratcheted 
strokes. If it’s a short pipe 
and close to the wall, 
simply reverse the chasers 
—no special dies needed. 
A rugged steel-and-malle- 
able tool that takes stiff 
punishment. Patented wire 
carrier free with sets. Ask 
your Supply House for 
this smooth litlieRIZAID 
No. 1IR. 


ELYRIA, OHIO 
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Pages with the Editors 


B* the time this issue has been circulated 
to our subscribers, the members and guests 
of the Edison Electric Institute will be pre- 
paring to convene at their annual meeting, 
scheduled to be held in the Waldorf-Astoria 
hotel in New York city. In keeping with the 
spirit of the times, this second war-time con- 
vention of the electric industry has been stream- 
lined to a one-day program of general sessions 
on June 3rd. Nevertheless, this convocation 
marks a most important milestone in the life 
of the electric power industry in the United 
States. 


PLANS laid and discussed at this meeting 
may even witness a turning point towards a 
more secure and prosperous future for private 
enterprise in the field of public service. The 
accent on postwar planning in conjunction with 
portentous developments at home and abroad 
clearly indicates that the Edison Electric In- 
stitute is alert to the possibilities, dangers, and 
opportunities of the critical period through 
which we are passing. The splendid record of 
the industry in its war effort to date has not 
only confounded its critics but gives firm basis 
for confidence in the future. 


HERBERT BRATTER 


There are ambassadors in Washington without 
portfolio or diplomatic immunity—but plenty 
of work to do, 


(SEE Pace 663) 
MAY 27, 1943 


LARSTON D. FARRAR 


Mr. Co-op comes to Washington amid a con- 
gental official atmosphere. 


(SEE Pace 676) 


WE venture the hope that those who attend 
the Edison Electric Institute meetings will 
come away with the conviction that the spring 
of 1943 brought into view a brighter vista of 
prosperity ahead. 


¥ 


A native Washingtonians looking back with 
wistful nostalgia to the days when people 
looked around on the street at a uniform and 
there was nothing more exciting going on in 
East Potomac park during the warm spring 
afternoons than the regular practice sessiotis 
of the Little Scorpion baseball team (meets 
all comers in the 120-pound class), we have 
followed with sentimental interest the shock- 
ing revelations of the recent goings on at the 
Big House on R Street. To us, this news that 
high officials have been wined and dined in 
return for some vague favors of influence or 
prestige was not shocking at all. Indeed it was 
a pleasant throw-back to the dear dead days 
of the “Little Green House on K_ Street’ 
(circa, Harding administration) and even fur- 
ther back than we care to remember. 


Wuat is more, we thought that the old so- 
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RILEY STEAM GENERATING UNIT 


Results from this 300,000 Ibs/hr Riley 


Unit again proves that results from Riley 





Units consistently exceed guarantees. 


Actual Guaranteed 
Results Performance 


Efficiency 89.61 87.98 
Steam Temp. 904.5 905 
Temperatures 

Gases leaving Boiler 751.5 793 
Gases leaving Econ. 508 550 
Gases leaving Airheater 245.5 280 


Heat Balance 
Hydrogen & Min. Fuel 5.55 6.00 


Moisture in Air 0.12 0.09 
Dry Chimney Loss 3.37 3.78 
Rad. & Unacct. 1.35 2.18 
Total Losses 10.39 12.02 


It is because of performance 
like this that so many public 
utilities have swung to Riley Units 


Large Florida Public Utility 
300,000 Ibs/hr. 

1025 lbs. pressure—905° F. 
Oil Fired. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST. LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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cial lobby was dead and buried. In this mech- 
anized efficient age, lobbyists in the form of 
merry widows and bon vivants are supposed to 
be hopelessly outmoded and replaced by ag- 
gressive young men with horn-rimmed specta- 
cles who bully Congressmen with political re- 
prisals instead of treating them to a sociable 
drink now and then. Personally, we prefer the 
old ways; they were easier on the nerves. 


And to think that here, at this late date, a 
comparatively unknown gentleman with an 
alias can come into our nation’s capital and 
flush up a dinner list in a few weeks that would 
make a blue book hostess green with envy. It 
suggests that the old social lobby may not be 
dead, but merely sleeping. 


THERE are, of course, good, bad, and indif- 
ferent lobbyists. Confidentially, many members 
of Congress will tell you that they could not 
get along without lobbyists. This is especially 
true of representatives of business organiza- 
tions who have set up offices in Washington, 
frankly to protect the interest of certain busi- 
nesses, just as others have set up shop to pro- 
tect the interests of labor unions or farm 
groups or reform movements. In addition to 
explaining technical legislation to lawmakers, 
the average industrial representative in W ash- 
ington has even more important tasks these 
days conferring with administrative branches 
which must deal by way of government regu- 
lation with his industry. 


¥ 


E. KIpLincer, expert on the mechanics 

eof government operations in our na- 
tion’s capital, has selected a more fortunate 
title for this hardworking fraternity of indus- 
trial representatives. In his recent best seller, 
“Washington Is Like That,” Kiplinger calls 
them the “ambassadors” of business to Wash- 
ington. He admits that if you would tell the 
average industrial representative that he was 
an ambassador of business, he would probably 
deny it or at least feel uncomfortable. But, 
essentially, that is what he is, for the simple 
reason that he performs the same function with 
respect to the relations between his industry 
and his government as the accredited ambas- 
sador of a foreign country performs along 
lines of international sovereignty. In short, he 
interprets the position of his industry to the 
Federal government and also the position of 
the Federal government to his industry. 


It is a remarkable thing that this important 
development, which we might call the rise of 
business embassies in Washington, has not 
been the subject of more formal research. Yet, 
it is comparatively a little known phenomenum 
which we have taken for granted. One Wash- 
ington observer, however, who has not taken 
it for granted, is HrrBert BraTTER, whose 
article entitled “The Industrial Embassies in 
Washington” is the leading piece in this issue. 
Mr. Bratter has considered the problem 
broadly. But his study will prove of special in- 
terest to utility groups. It indicates what other 


JAMES H. COLLINS 


Ladling out utility service would be a bigger 
job than OPA ever dreamed of. 


(SEE PAGE 683) 


business groups have done in the way of formal 
and informal Washington representation. It 
might enable members of utility industries to 
arrive at a more balanced judgment as to 
whether they are doing more or less than is 
proper or necessary in the way of maintain- 
ing the increasingly important Washington 
contact. 


In addition to a considerable background of 
business relations, both national and interna- 
tional, Mr. BRATTER is known principally as 
a financial economist. He is presently the au- 
thor of a Washington letter service exclusively 
devoted to the banking interests. 


¥ 


Sgseesinig of industrial embassies in Wash- 
ington, one of the latest arrivals along this 
line seems to be the duly accredited envoy of 
the rural electrification movement. Larston D. 
Farrar, associate editor of Nation’s Business, 
gives us his impressions of the genesis of this 
newcomer along the specialized “little embassy 
row” around Jackson place. After all, they 
are neighbors. 


¥ 


Big H. Cottins, whose article on utility 
rationing possibilities in California begins 
on page 683, is a well-known business editor 
and writer now resident in Hollywood, Cali- 
fornia. 


THE next number of this magazine will be 
out June 10th. 


Ie O@ehitaue- 
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A NIGHT-SHIFT IN YOUR OFFICE? 


.. NOT IF YOU USE KOLECT-A-MATIC! 


Be Enough work piling up to keep a graveyard shift 
going full blast? You can handle today’s increased 
Accounts Receivable demands easily, efficiently, with 
A fully informa- ee Kolect-A-Matic— designed expressly for fast, labor- 
tive manual, valu- 7 saving accounting! 
able to you and ch Now, as never before, speed is the precious ingredient 
your organiza- 5 in any accounting system. Manpower shortage, in- 
tion, Write for it! a ; creased business tempo, more stringent credit regula- 
: tions—all call for the speed, the posting and reference 
ease of Kolect-A-Matic. Not only does Kolect-A-Matic 
provide rapid-fire operation, but it also assures posi- 
tive control, even with inexperienced help. 


CREDIT AUTHORIZATION IS CERTAIN? 


Accumulated credit data is instantly accessible, filed 
with the current ledger record. Kolect-A-Matic Visible 
Control Features chart the exact age of outstanding 
charges, provide a day-to-day analysis of all delin- 
quent accounts. Credit authorization is speedy and 
sure, based on up-to-the minute facts, exactly reflect- 
ing fluctuating economic conditions. 

Here is no unproven theory. Kolect-A-Matic is in use 
today, successfully, in hundreds of companies — Pitney 
Bowes, American Chicle—many others. 

Our new illustrated booklet, “Kolect-A-Matic Simpli- 
fied Unit Invoice Accounting Plan” describes several 
such systems—tells what Kolect-A-Matic can do for 
your organization. Write today for your free copy. 
Ask for KD 253. You'll receive it promptly with no 
obligation. 


SYSTEMS DIVISION 


REMINGTON RAND INE. 
BUFFALO = Branches Everywhere : NEW YORK 
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VULCAN 


SOOT BLOWERS 


Last fall a check was made 
by Vulcan engineers on a soot- 
blower unit installed 4 years 
before in a twin furnace steam 
generator job at Oil City, Pa. 


The engineers found that 
the unit had completed its 4th 
year of operation without one 
instance of servicing, repair, 
or maintenance having been 
required. 


Because of the advance de- 


sign of this boiler, involving 
new features in soot-blower 
design and construction, 
Vulcan engineers had inspect- 
ed the installation regularly 
for many months. But the en- 
gineering was sound. No trou- 
ble of any sort developed. Op, 
erators reported perfect clean- 
ing, reasonable cost — and 
VULCAN Soot Blowers were 
again specified on a duplicate 
steam generator installation! 


Write for Details Today 


A VULCAN SOOT BLOWER CORPORATION - DU BOIS + PENNA. 


SOOT BLOWERS 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





— MONTAIGNE 


“T am the best codrdinator in Washington—when I 
can have my way.” 


¥ 


. it is notable that we are having fewer criticisms 
of telephone service than ever before.” 


“ 


> 


“Organized labor knows that the best guaranty against 
revolution in this country after the war is social and 
economic security.” 


¥ 


“Force is not enough to achieve lasting peace. It must 
be supplemented by the maintenance of justice and the 
cultivation of understanding, good will, and codperation 
among peoples.” 


> 


“Any sense of realism requires the forecast of a cut- 
throat struggle for postwar survival between the differ- 
ent types of carriers, in which each will conduct various 
operations at a loss in the hope of staying in the game.” 


> 


“The officers of the [Signal Corps Plant Engineering] 
agency have to be more than military men... . they must 
know how to plead, to cajole, to cuss, to sell, and to 
pound the desk to get what they want, where they want 
it, on schedule.” 


¥ 


“Because democracy thrives by exercise, I am eager 
to see the several states accept as much responsibility as 
they will. I foresee that, unless the states do accept re- 
sponsibility, they will wither away. We have now some 
vestigial remains of once powerful political institutions, 
such as the offices of sheriff and coroner, to show as 
examples of what happens when a more powerful au- 
thority assumes jurisdiction.” 


“After this war practical applications of the new radio 
developments will expand quickly to all means of trans- 
portation and movement. Airplanes, ships, and ground 
vehicles will ‘see’ in all weather conditions and tracks 
for their movements will be ‘rails and channels’ of radio. 
Planes, ships, and motor vehicles may come and go in 
safety without regard to weather, obstacles, or possi- 
bility of collision—radio and electronics through their 
broad realm of application will make this possible.” 
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_ His call today may 


prevent a delay in 





her work tomorrow 


MANUFACTURING 
FOR WAR 


Manufacture of aircraft 
equipment for the Army 
Air Forces, and the manu- 
facture of Burroughs 
figuring and accounting 
equipment for the Army, 
Navy, U. S. Government 
and the nation’s many 
war activities, are the 
vitally important tasks 
assigned to Burroughs 
in the Victory Program. 





An ounce of prevention is still worth a pound of cure—espe- 
cially these days when time and manpower are at a premium. A 
phone call will bring a Burroughs service man when you need 
him, but it’s far wiser to arrange with Burroughs for periodic 
inspection, lubrication and adjustment of your Burroughs 
machines, so that emergencies, and the delays they entail, may 
be prevented. The Burroughs service man is the best answer 
to the ever-mounting problem: “How can I get the most out of 
my present machines, and make them last for the duration?” 
He is factory trained and factory controlled, and makes replace- 
ments with genuine Burroughs parts. His work is guaranteed 
by Burroughs. For full details, call the local Burroughs office. 
BUY YOUR SUPPLIES FROM BURROUGHS—Users of ail 


tybes of office machines find that Burroughs ribbons, carbon paper, 
roll paper and other supplies cost no more—assure better results, 


BURROUGHS ADDING MACHINE COMPANY ~+ DETROIT 








This page is rameved candor the MSA PLAN Saematauaieek: tab Service iprvitiocnarie 
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“The states should accord to the Federal government 
every power necessary for the conduct of the war. But 
they should surrender only what is necessary with the 
definite understanding that such rights shall be returned 
at the end of the war.” 


* 


“Executive orders are creating and will create greater 
distress to the publishing business than any laws ever 
enacted by Congress, and the legislation conferring ex- 
traordinary powers on executive and administrative of- 
ficials should be repealed at the war’s end.” 


“Too much criticism is being directed to government 
regulatory bodies and bureaus for lack of foresight, yet 
the air transport industry has not yet formulated a con- 
structive postwar program, being largely occupied with 
internecine disputes and self-seeking activities.” 


, ¥ 


“If you are going to have freedom of speech you must 
have freedom of the press. This administration seems 
to be a direct negation of Woodrow Wilson’s ‘open 
covenants, openly arrived at.’ It is coming dangerously 
close to the ‘I am the state’ philosophy of Louis XIV.” 


¥ 


“Now everything is orders, edicts, and directives un- 
til the public is completely confused. Even the governors 
don’t know what is wanted or what to do... . This coun- 
try is so big it is impossible for Washington to direct 
the policies all over the nation. What might work in 
one place is unworkable in another.” 


¥ 


. I feel I have learned one great lesson; and in 
future emergencies of this country, no matter what they 
may be, if that lesson can be deeply imprinted on any- 
one who has the job to do again, [ think it will be well 
taken, That is that no matter how difficult your problem, 
if you can state it and put it up to industry, industry 
will do the job.” 


¥ 


“Tt is a compliment to our courts that they are giving 
increased recognition to the fact that the public utility 
commissions are in a strategic position to become familiar 
with the economic factors involved in public utility regu- 
lation, and hence should be given somewhat more lati- 
tude in rate making and in determining a rate base... . 
After all, the problems involved in rate making and in 
determining a rate base are economic problems, and the 
public . . . see to it that public utility commissions are 
adequately financed; that they are made free as possible 
from political interference . . .” 








the Switching Equipment 


SPECIALIST 




















As you seek Quality and Service - re- 
member that R&IE has been a specialist in 
the problems of Indoor and Outdoor Switch- 
ing Equipment for over thirty years. 


Shown here is a normal production 
line of Hi-Pressure, Self-Cleaning - Contact 
Switches, possibly on the way to some War 
Production center. 


The flashover test, shown at the top, is 
one of the several methods used to check 
design and performance. 


This same production may be serving 
The Load Tests made during de- you some day when peace-time reconstruc- 
velopment, during production, and tion calls for a broader application of re- 
after years of service, demonstrate liable switching equipment. 
that Hi-Pressure Contact Switches 
carry their rated load year in and R&IE will continue to specialize in the 
year out under all service conditions making of this equipment long after the 

* present War-time emergency. 


RAILWAY and INDUSTRIAL ENGINEERING COMPARY 


GREENSBURG, PA... . In Canada—Eastern Power Devices Ltd., Toronto 
, rats i) Fe vit) War Effort 
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Statistical peaks in war-time power production 
have been made possible in no small degree by 
boilers built by B&W. The Open-Pass, Radiant, 
High-Head, and Integral-Furnace Boilers, the 
more recent of B&W's designs, have definitely 
established their ability to supply large blocks of 
power reliably. Standard B&W Cross-Drum and 


Stirling boilers need only passing mention as sto- ‘antentee nade 
now side the Navy "E” 


tistics makers—they have made ‘records in their san Reet ee ae eee and 


for “outstanding achievement™ and is “on 


fields for many decades. Nonor net lightly bestowed". 

Noteworthy as is the production of steam for 
industrial power by B&W boilers, the records 
made in the marine field by other B&W boilers 
are equally impressive —whether in naval or other 
government service, or in the merchant marine. 
Statistics of ships placed in service might well be 
interpreted in terms of additional B&W boilers 
gone to sea, since B&W builds the greatest pro- 
portion of marine boilers. And one of B&W's 
designs was chosen by the Maritime Commission 
for all of its Liberty Ships, and all manufacturers 
of Liberty Ship boilers are working to B&W draw- 
ings. 

So, whenever statistics on steam-power produc- 
tion appear, in the background are B&W boilers 
helping make the statistics possible. And, after 
the war, when materials for boilers for general 
service are again freely obtainable, B&W boilers : : : 
with inherent richer experience will be available. 9 "Sc tke Ota 
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A flock of deadly eagles hovers over Naziland, 
laying eggs with uncanny accuracy. They are 
American-built long range bombers. . . and even 
the best of the German fighter planes that rise up to 
give battle are no match for these tough warbirds. 
They brush the buzzards off like so many flies... 
send them flaming back to the hell they came from. 


Every day new swarms of these unsurpassed four- 
motor bombers come off our aircraft production 
line . . . a production line that is the miracle of 
HM; PLANTS OF ALL TYPES modern times. American skill, American sweat, 


TODD BURNERS American methods have made it possible. 


ARE WORKING FOR VICTORY 


And what is true of our heavy bomber output is 
Wherever trouble-free, depend- equally true of our entire war production. American 


able combustion of liquid and ° ° yr , : 
quibentadlh e's taseniey ... industry is swinging from the heels . . . with all its 


on land or sea... Todd Burners tremendous might! 
are delivering unsurpassed per- 


formance in the production of TODD SHIPYARDS CORPORATION 


ees TODD COMBUSTION DIVISION 
601 West 26th Street, New York City 


NEW YORK MOBILE NEW ORLEANS GALVESTON 
SEATTLE BUENOS AIRES LONDON 


TODD BURNERS * * ON THE FIRING LINE OF AMERICA’S WAR PRODUCTION FRONT 
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This is under no circumstances to be construed as an offering of this Stock for sale, or as an offer to buy, or as a solicitation 
of an offer to buy, any of such Stock. The offer is made only by means of the Prospectus. 


242,664 Shares 


HOUSTON LIGHTING & POWER COMPANY 


Common Stock 


Price $54 per share 


Copies of the Prospectus may be obtained from only such of the undersigned as may 
legally offer this Stock in compliance with the securities laws of the respective States. 


SMITH, BARNEY & CO. LAZARD FRERES & CO. BLYTH & CO., INC. 


GOLDMAN, SACHS & CO. HARRIMAN RIPLEY & CO. KIDDER, PEABODY & CO. 
Incorporated 


LEHMAN BROTHERS MELLON SECURITIES CORPORATION STONE & WEBSTER —_ BLODGET 
Incorporat, 


UNION SECURITIES CORPORATION MERRILL LYNCH, PIERCE, FENNER & BEANE 


GLORE, FORGAN & CO. LEE HIGGINSON CORPORATION SPENCER TRASK & CO. 


May 12, 1943. 
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Deliver Maximum Ditch 
At Minimum Cost for: 
WATER—TELEPHONE—OIL—GAS— 
GASOLINE—SEWER—POWER 
and BUILDING FOUNDATIONS 





THE CLEVELAND TRENCHER COMPANY 


neer of the Small Trencher 
20100 ST. CLAIR. AVENUE CLEVELAND, OHIO 
“CLEVELANDS’ Save More...Because they Do More 
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How TO SAVE 


MANPOWER 





YET SPEED 


TRANSMISSION 
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LINE ERECTION 








/ hroughout the country our trained men 


are ready to help you meet today’s unprecedented 
demand for power. In the erection or maintenance 
of transmission lines . . . regardless of distance or 
terrain ... Hoosier experience and special equipment 
guarantees efficient and economical service. 
COLUMBUS, OHIO 


NEW YORK = CHICAGO ERECTION and MAINTENANCE OF TRANSMISSION LINES 
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VARNISHED CAMBRIC - RUBBER POWER CAELES - BUILDING WIRE - RAD 


‘CRESCENT 


g INSULATED WIRE & CABLE 
Helps To Fill A Vital Need 


- @&TtaV92 TYVNOIS - 





This is a “Power Age’ 90% 
of American Industry depends 


on power supplied through Electrical Wire and Cable. 
: CRESCENT plant pro- 


is 100% for war 
purposes. When the war is over, these same unexcelled 
production facilities, the same [ae 
skills, the same research equip- 
ment, and the same time-tested management policies will 
remain to deliver to the ty ee 
Electrical Industry, thru 


regular channels of distribution, the wire and cable that 
will be needed then. 
x kk kk ke 


CRESCENT INSULATED WIRE & CABLE CO. ) 
Factory: TRENTON, N. J. — Stocks in Principal Cities 


RESCENT ENDURITE SUPER-AGING INSULATION » WEATHER-PROOF WIRE 
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@CRESFLEX NON-METALLIC SHEATHED CABL 
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Meet wartime conservation demands with 


Jonns-Manville Imsulations 


yf 
. (ee 
nMOS Y 


FOR STEAM LINES UP TO 700°F. J-M Asbesto-Sponge 
Felted Pipe Insulation is recommended where maximum 
efficiency, high salvage and resistance to abuse are 
essential. For temperatures over 700°, used in combina- 
tion with Superex. It is available in 3-ft. lengths, from 
1" to 3" thick, for standard pipe sizes. 


FOR TEMPERATURES TO 600° F. J-M 85% Magnesia 
has been for many years the most widelf used block 
and pipe insulation for temperatures to 600° F. and, 
in combination with Superex, for higher temperatures. 
Maintains high insulating efficiency. Standard block 
sizes 3"x 18", 6" x 36" and 12" x 36"; from 1" to 4" thick. 


FURNACE INSULATION UP TO 2600° F. J-M Insu- 
lating Brick and Insulating Fire Brick are available 
in 7 types, with temperature limits ranging from 1600° 
F, to 2600° F. All provide light weight, low conductivity. 


INSULATION FOR TEMPERATURES TO 1900° F. 
J-M Superex Blocks have long been standard for this 
service, High heat resistance, low thermal conductivity. 
Sizes 3" x 18", 6" x 36" and 12" x 36"; from 1" to 4" thick. 


JORINS - MANVILLE crestor Se 


Industrial Insulations swoon en Goch th ¥ iw 


FOR EVERY TEMPERATURE ... FOR EVERY SERVICE 
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While our boys at the front are 
cooking up a “stew” for the 


Axis, we’re busy right now withé 


. the seasoning. Here at Rober 
shaw we’ve turned from therm4 
stats to such condiments of war- 


needs Robertshaw thermostats 
for official projects, ‘we're still 
turning out a limited quantity 
for that purpose — just enough 
to keep our engineering and re- 
search departments busy in 


fare as fuses for hand grenades, working out new and better 
for aircraft. models for the new and better 
‘¥ 


er 
ij a8 ur Government still days when the boys come home. 


For High Achievement in the production of war equipment, 
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EGRY BUSINESS SYSTEMS COMPRISE: 


EGRY SPEED-FEED. May be attached to any 
standard make typewriter in one minute, and 
with Egry Continuous Forms, doubles operator 
output. One machine does the work of two. 


EGRY TRU-PAK Register speeds the writing of 
all handwritten records. Assures complete con- 
trol over every business transaction. 


EGRY ALLSET Forms, the modern single set 
forms for speed writing all business records. 
Individually bound sets, interleaved with one- 
time carbons. ALLSETS are ready for imme- 
diate use for typed or handwritten forms. 


EGRY CONTINUOUS Forms increase the out- 
put of operators by 50% and more because they 
eliminate time-consuming operations. Furnished 
with or without interleaved one-time carbons. 


AND in addition to the above, there are others 
you'll want to know more about. 








HE EGRY REGISTER COMPANY °* 


SPELD FEED 


The loss of typewriters to Uncle Sam, and the 
shortage of competent operators, will be no 
handicap if you use Egry Business Systems. In 
thousands of instances Egry Speed-Feeds and 
Egry Continuous Forms have enabled operators 
to produce twice as much work as they did 
before with the typewriter alone and ordinary 
loose forms and carbons. 


Other Egry Business Systems for handwritten 
records are equally important. Investigate today. 
You'll be surprised at the amount of time you 
will save when you use Egry Business Systems. 
More detailed information will be sent on 
request, or free demonstrations may be arranged 
at your convenience. There’s no cost or obliga- 
Address Department F-527. 


tion, of course. 
Sales agencies in principal cities. 


Dayton, Ohio 


Egry Continuous Forms Limited, King and Dufferin Sts., Toronto, Ontario, Canada. 


EGRY TRU-PAK 


EGRY ALLSET FORMS 


EGRY SPEED.FEED 
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Wo Rationing of 
ACCURACY 


Yo Limitation on 
PERFORMANCE 


WITH 


THe Lmyaire 
Victory 
METER 


A FULLY PROTECTED IRON CASE 
OSCILLATING PISTON METER 


URCHASERS of so-calied war model 

meters will find cop value in the Empire 
Victory and Pittsburgh Ironside. The accu- 
racy and efficiency of these meters is every 
bit as good as that of their bronze case 
predecessors built during peace time. There 
has been no sacrifice made in the quality 
of the inner working mechanism—where 
quality in a water meter really counts. 

The Empire Victory Meter employs 
the time-tested, oscillating piston principle 
of measurement, using the famous Empire 
balanced piston. The Pittsburgh Ironside 


A FULLY PROTECTED IRON CASE 
NUTATING DISC METER 


Both of these meters have cast iron 
cases that are treated, coated and /ahoratory 
tested to resist rust and corrosion. After 
the emergency is over, they may be readily 
converted to bronze cases if desired. Both 
meters are fitted with the Pittsburgh- 
National developed molded glass reg- 
ister box which completely encases and 
protects the register and provides a clear 
and undistorted view of the dial for ease 
in reading. 

Empire Victory and Pittsburgh Ironside 
Meters are accurate, durable measuring in- 





Meter is of the popular disc 
type, having the identical 
inner working parts that have 
been so thoroughly proven 
in thousands of Pittsburgh 
Arctic and Tropic Meters. 





DON'T REPLACE WHEN YOU CAN REPAIR! 
Our country’s interests come first. 
An intelligent program of meter: re- 

and ¢ can, in 
many Cases, gy He — lant the need 
for new meters. P Pittsburgh: 
National meters are economical to 
repair and replacement part stocks 
are adequate. 











struments— meters designed 
not only for war but for wear. 
They may be purchased with 
full confidence in their ability 
to .provide the fullest meas- 
ure of meter value. 


PITTSBURGH - er METERS 


THE esl LINE OF WATER METERS IN THE WORLD 


Pittabur 


NATIONAL METER DIVIS) 





a 
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in INTERNATIONAL 
SERVICE 
. » » on the Job for You! 


fost International Industrial Power is always close at hand, available at 
dealers’ service shops today are just as dealers’ shops from coast to coast. 
busy as the one shown above. Skilled 
servicemen who are specialists in engine 
and equipment overhaul are doing their 
wartime best. 

We’ve always considered Interna- 
tional Parts and Service important. 
Now, they are absolutely essential in 
keeping International Tractors and En- 
gines on the job. 


Wherever International Industrial INTERNATIONAL HARVESTER COMPANY 
Power is at work, International Service 180 North Michigan Avenue Chicago, Iilinols 


Backing up this network of dealers is 
our nation-wide International branch 
organization. Make International deal- 
ers and branches your partners in help- 
ing keep your equipment on the job. It 
will pay you in longer equipment life 
and less time out for major overhaul and 
repair. 


w!tCcCToRrRy’Y 


HARVESTER 





POWER 


INTERNATIONAL 





FOR 
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Last year nearly 30,000,000 work- 

ers were buying War Bonds 
through 175,000 Pay-Roll Savings 
Plans. At an average rate of practically 
10% of gross pay! 


This year we’ve got to top all these 
figures—and top them handsomely! 


“But,” you say, “‘there’s a Pay-Roll 
Savings Plan already running in my 
plant.” 


Sure, there is—but how long since 
you’ve done anything about it? Check 
up on it today. If it doesn’t show sub- 
stantially more than 10%, it needs 
a thorough re-canvass! 


And you’re the man to start it! Organ- 
ize a vigorous drive. Other plants are 
boosting their quotas to 12% and 14% 
of pay-roll. You can do as well, or better. 


In plant after plant, the Pay-Roll 
Savings Plan gives labor and manage- 
ment a common goal. Company spirit 
soars. Production swings up. 


War Bonds help win the war, and 
close the inflationary gap. They keep 
on working when victory comes .. . 
build an invaluable reservoir of pur- 
chasing power to help American busi- 
ness re-establish itself. You help your 
nation, you help your workers, and you 
also help yourself, Get started today! 


You've done your bit Now do your best! 


THIS SPACE IS A CONTRIBUTION TO AMERICA’S ALL-OUT WAR EFFORT BY 
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FROM ENGINEERED 
LAYOUT TO COMPLETED 
PIPING SYSTEM 
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=TOPzWARTIME 
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On projects vital to the war effort the urgent 
need for speed in construction points to Ric-wil 
Prefabricated Pipe Units for steam, hot water, 
oil, hot or refrigerated process lines. ¢ Ric-wil 
Pipe Units are complete when they reach the job 
—pipe, insulation, protective covering. Field men 
couple or weld the pipe, insulate the joints and 
move on fo the next joint. Man-hours are saved 
in the field and the installation is completed 
at o rate that can give no comfort to the Axis. 


In addition, these units produce a permanen, 
low-maintenance system while using critical 
materials amounting to only 15% to 20% of 
their total weight... And they require for 
shipment only 20% to 25% of the space in 
available gondola cars that would be required 
for an equal footage of other types of con- 
duit construction. « Speed is the essence of 
wartime construction—and Ric-wil Prefabri- 
cated Pipe Units have proved a definite aid. 


When Makeshifis Won't Do—Ric-wiL 


Architects, Engineers and Contractors on war projects will 
find much helpful information in the Ric-wil Engineering 
Data Book. Write... on your letterhead ... for a copy. 


346 Ww F CONDUIT SYSTEMS FOR UNDERGROUND STEAM 
ba | THE Ric-wiL COMPANY . CLEVELAND, OHIO 


AGENTS IN PRINCIPAL CITIES 
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Save to Win 
with these four simple rules 
of battery care: 


Keep adding approved water at 
reguiar intervals. Most local water 
is safe. Ask us if yours is safe. 


Keep the top of the battery and 
battery container clean and dry at 
all times. This will assure maximum 
protection of the inner parts. 


Keep the battery fully charged— 
but avoid excessive over-charge. 
A storage battery will last longer 
when charged at its proper voltage. 


Record water additions, voltage, 
and gravity readings. Don't trust 
your memory. Write down a com- 
plete record of your battery's life 
history. Compare readings. 


If you wish more detailed information, or 
have a special battery maintenance prob- 
lem, don't hesitate to write to Exide. 
We want you to get the long-life built 
into every Exide Battery. Ask for booklet 
Form 3225. 








ae 


...is a vital principle 


of utility operationl 


Conservation of materials is no new story 
to the men who operate public utilities. 
With thrift and efficiency they have always 
planned for conservation. 


They’ve squeezed the last ounce of use 
out of materials and equipt.ent in their 
care... and today, that need is intensified. 


One helpful principle to follow is that of 
“Buy to Last—Save to Win.” Buy quality 
products and equipment, then care for it to 
avoid needless replacement. That conserves 
raw materials, labor, and space in factories. 
It frees these productive elements for essen- 
tial war production. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 


Exide Batteries of Canada, Limited, Toronto 
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ating sealing box covers sec- 
ions of the straining element, 
lowing them to be back-flushed. 
lustrated is a 24” size, one of 
6 for a war production plant. 


ELLIOTT 
STRAINERS 


TWIN STRAINERS 


This 20” twin strainer is one 
of 22 in use in one central 
station. If protects a raw 
water suction line. Other 
Elliott twin and single strain- 
ers, serve in screen wash, 
chemical feed, lubricating 
and fuel oil lines. One side 
of a twin strainer is cleaned 
— the other side is work- 
ing. 


BELF-CLEANING STRAINERS 


ontinuously clean service water 


lants. A slowly ro- 


Mie) 4 
The Army-Navy “E” Waa AO 
has been awarded _ 

to both the 
nette and the Ridg- 


Jean- 


way of Pp 


Elliott 


lants 
ompany. 


IN ALMOST ANY POWER STATION, 
Elliott twin strainers will be found tucked 
away in inconspicuous spots. No medieval 
fortress ever enjoyed more positive protec- 
tion with moat, drawbridge and portcullis, 
than the water and oil handling equipment 
whose intake pipe lines are guarded by 
these unsleeping sentinels. 


So many Elliott strainers of various types 
are in operation today, that we cannot even 
approximate the vast volume of water, oil 
and other liquids which they pass. Far less 
can we approximate the millions of dollars 
in damage, trouble and delay which they 
have prevented. 


If you have a straining problem, 
use our wide experience in its solution. 
Write. 


ELLIOTT COMPANY 


Accessories Dept., JEANNETTE, PA. 
DISTR : 
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Due to war-time travel restriction, conventions listed are subject to cancellation. 


+7 May y 





9 New York State Telephone Association concludes session, Syracuse, N, Y., 1943. 





GY American Society of Mechanical Engineers will hold meeting, Los Angeles, Cal., 
June 14-16, 1943. 





§ American Water Works Association will hold "aie on war-winning waterworks 
organizations, Cleveland, Ohio, June 15-18, 1943 





4 Canadian Electrical Association will hold annual meeting, Seigniory Club, Quebec, 
June 17, 18, 1943. 











{ Washington and Oregon YEO TY Telephone associations will hold joint convention, 
Spokane, Wash., June 18, 19, 





"7 JUNE "7 





Society for Promotion of Engineering Education will hold annual meeting, Chicago, 
1ll., June 18-20, 43, 








4 American Home Economics Association will convene, St. Louis, Mo., June 


18-21, 1943 





4 Edison Electric Institute starts annual meeting, New York, N. Y., 1943. 





4 American Institute of Electrical Engineers will hold meeting, Cleveland, Ohio, 
June 21-25, 1943. 





q Illuminating Engineering Society starts Great Lakes regional conference, Detroit, 
Mich., 1943. 








{ American oN a Pia Testing Materials will hold annual meeting, Pittsburgh, Pa., 
June 28—-July 2 

















q{ National Office Management Association starts annual conference, Detroit, Mich., 
1943, 





4 Pennsylvania Water Works Operators Association starts meeting, Harrisburg, Pa., 
1943, 





q National District Heating Association starts meeting, Pittsburgh, Pa., 1943. 
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Harold M. Lambert 


A Public Servant Aids National Defense 


By Installing an Air-raid Siren 
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The Industrial Embassies 


In Washington 


Importance of contacts between businessmen and Federal au- 

thorities through trade associations discussed by the author, who 

believes that Washington after the war will be much more of 

an influence on business than it was before September, 1939, 

and that the maintenance of these contacts will be more 
necessary. 


By HERBERT BRATTER 


dented growth of Federal laws 

and regulations affecting busi- 
ness caused a corresponding increase 
in the interest and contacts of business- 
men in Washington. Public utilities, 
railroads, and meat packers were 
among the first so affected. But in many 
other lines as well, trade associations 
and individual businesses during and 
following World War I came to devote 
much time and effort to cultivating and 
tending their relations with the gov- 
ernment, now greatly intensified. 


| ONG before the war, the unprece- 
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Naturally, the armament program 
has brought to Washington many 
thousands of visiting businessmen, 
contractors, subcontractors, and would- 
be contractors. 

It is not surprising that Washington 
hotels and apartments have been over- 
crowded with businessmen, brought 
daily to Union station and the airport 
on crowded trains and planes. So many 
of these visitors crowd the offices of 
the war agencies, that special facilities 
for their guidance have been estab- 
lished, notably in the War Production 
MAY 27, 1943 
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Board, while on Pennsylvania avenue 
an entire building was erected as a Cen- 
tral Information Center, However, 
only a few of the businessmen of this 
nation of 135,000,000 souls can afford 
to drop their affairs and pay a personal 
visit to Donald Nelson. The rest must 
depend on the mails, wire communica- 
tions, and particularly the ‘“‘ambassa- 
dors of business” ; that is, the trade as- 
sociations. 

In 1936, Sidney Anderson of the 
Millers National Federation, speaking 
to a convention of American Trade 
Association Executives, stated : “There 
is no field in which industry expects, 
or gets, more from its trade associ- 
ations than in that of relations with 
government bodies. This becomes more 
true year by year... .” 

Time has underscored Mr, Ander- 
son’s statement of seven years ago. 

According to the Temporary Na- 
tional Economic Committee’s survey 
of 1,244 trade associations, more than 
four-fifths were “active” in govern- 
ment relations in 1938-39, and nearly 
three-fifths reported a major degree of 
activity in this field. Those reporting 
the greatest interest in governmen- 
tal relations—finance, transportation, 
communication, and public utilities— 
naturally included those lines of ac- 
tivity most closely regulated by the 
government. These were followed by 
petroleum and natural gas, mining, 
automobile, chemical wholesale, serv- 
ice, and retail trade associations. The 
above-mentioned survey, note well, 
was made in peace time. Now, in war 
time, every industry and trade is gov- 
ernment regulated to a greater or lesser 
degree. 


1WPB-2551, February 16th. 
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Ww the commencement of the na- 
tional defense program in 1940, 
and later the effect of Pearl Harbor on 
our economic life, following Washing- 
ton developments very closely became 
vital to every business. Those larger 
enterprises which could afford to do so, 
and had not previously done it, either 
opened special Washington offices or 
arranged for the full or part-time pres- 
ence in the capital of one or more 
competent and responsible individuals. 
Those smaller businessmen and trades- 
men which could not afford individual 
representation in Washington became 
more than ever before dependent for 
news, and for the presentation of their 
views, on the “ambassadorial” serv- 
ices of their trade associations. The as- 
sociations’ contacts with Washington 
have become no less indispensable to 
the war-time government itself, than to 
the dues-paying members. 

The moderate amount of decen- 
tralization of government bureaus has 
not altered the picture at the capital in 
any noticeable way. Thus, the number 
of trade associations having offices or 
representatives in Washington has 
grown; and some—despite the short- 
age of office space and living quarters 
—have even moved their entire head- 
quarters to this city. On the other hand, 
a few associations for special reasons 
have moved their headquarters away 


from Washington. 


S° necessary to the government's 
conduct of war are trade associ- 
ations, that, if they did not exist, they 
would have to be invented. Bernard 
Baruch, describing the work of the 
War Industries Board during World 
War I, said: “As to the organization 
of demand and supply, this means not 
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alone a mobilization of things, but all 
trades, callings, and professions to 
which application can be made for the 
needs that must be met. . . . Group ac- 
tion, industry by industry, accom- 
panied by government control of prices 
and distribution, was the natural and, 
so far as we know, the only solution 
which could be devised. . . . 

“Tn line with the principle of united 
action and codperation, hundreds of 
trades were organized for the first time 
into national associations, each re- 
sponsible in a real sense for its multi- 
tude of component companies and they 
were organized on the suggestion and 
under the supervision of the govern- 
ment. Many businessmen have experi- 
enced during the war, for the first time 
in their careers, the tremendous advan- 
tages, both to themselves and to the 
general public, of combination, of co- 
dperation, and common action, with 
their natural competitors.” 

Mr. Baruch’s description of govern- 
ment-business liaison during the last 
war applies with greater force to the 
present one. Today, when we must 
wage “total war,” our national econo- 
my is much more fully mobilized than 
ever. The controls are tighter and more 
extensive: priorities and allocations, 
rationing and price control, freezing of 
inventories, concentration of industry, 
restriction of travel and transportation, 


worker migration, wages and salaries, 
and the like. Efficient administration 
of these far-reaching government con- 
trols over the daily life of business re- 
quires that the government’s orders be 
promptly conveyed to business and 
promptly and thoroughly understood. 
It requires, also, that those orders be 
workable when issued, and that busi- 
ness cooperate. 


HE trade association is today the 

foremost point of contact between 
the economic regulators and business. 
To the representative trade association 
the government turns for advice in 
drawing up the multitudinous regula- 
tions. The trade association is like a 
funnel for information going and com- 
ing. It is in constant communication 
with its members, and, when a new law 
or order appears, the association sup- 
plies its members with such interpre- 
tation and background as will speed 
understanding and compliance. The 
advantages of a Washington office in 
this respect are self-evident. 

If the trade association is interested 
in keeping its members abreast of what 
Washington is doing to business, it is 
often no less interested in encouraging 
Washington to do what it can for its 
members. Thus, many trade associa- 
tions attempt to overlook no opportu- 
nity to get new business for their in- 


e 


pose of obtaining the advice of American industry on gen- 


q “OPA has an Industry Council, set up for the specific pur- 


eral problems connected with price control and rationing. 
The council is composed of leading businessmen, who meet 
in Washington with the Price Administrator and also give 
advice to the commodity branches in connection with the 
selection of industry committees, which are consulted be- 
fore individual price actions are taken.” 
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dustry. In war-time this function is im- 
portant both to the members of the as- 
sociations and to the general public. 
Desired conversion from nonessential 
to essential production and maximum 
use of productive facilities can be ex- 
pedited by contracts awarded to indus- 
try by the procurement agencies. 

Naturally, the trade association can- 
not play favorites among its individual 
members. These, in the last analysis, 
must depend on themselves for govern- 
ment contracts. The employee of a con- 
tractor can ask for and obtain from the 
government specific decisions related 
to his contracts, whereas ordinarily a 
trade association executive cannot do 
this. That is why many large compa- 
nies maintain their own Washington 
contacts, even though belonging to 
trade associations which have efficient 
Washington offices. 


HE trade association “funnel,” as 
stated above, works in both direc- 
tions. Through it, by proxy, the mem- 
bers of industry concerned are able to 
confer with the government in the 
drafting of orders and regulations, thus 
minimizing the risks of impractical, 
confusing, or even harmful regulations 
and demands. Likewise, the govern- 
ment is finding trade associations ex- 
tremely useful in supplying informa- 
tion on the industry; as, for example, 
when it wants regular periodic statis- 
tics, or a quick poll on some technical 
subject. In such cases the individual 
businesses often would be hesitant or 
unwilling to supply the information to 
the government at all, yet are usually 
quite willing to give it to their trade 
association, with which they have 
worked for years. 
An example of such usefulness of a 
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trade association from the govern- 
ment’s viewpoint was a recent order in- 
creasing the permissible load of a cer- 
tain commodity on railroad cars. Had 
a trade association not noticed the fact 
promptly, much damage to railroad 
equipment might have resulted, because 
too heavy a load was being authorized 
in the order. 

In one typical case, a trade associa- 
tion made a quick spot check for cer- 
tain information needed by a govern- 
ment agency. This check was made by 
long-distance phone calls from Wash- 
ington to twenty-five representative 
companies, and within forty-eight 


hours the trade association turned over 
to the government a figure for the 
whole industry which later turned out 
to be only 5 per cent off. 


HE trade association is today not 

the exclusive means of group con- 
tact between the government and in- 
dustry. The WPB’s nearly 500 “in- 
dustry advisory committees,” for ex- 
ample, each composed of representa- 
tive individuals in an industry, in most 
instances exclude trade association ex- 
ecutives. One reason for this is a per- 
haps overcircumspect regard for the 
antitrust laws and the memory of NRA 
experience, with the “big fellows run- 
ning the little fellows.” Another and 
more important reason is that WPB 
likes to deal with production men, who 
understand production language. This 
the trade association executives cannot 
always do. 

In addition to WPB, the OPA and 
Department of Agriculture employ ad- 
visory committees extensively in carry- 
ing out their war-time powers. Thus, 
the experience of World War I is be- 
ing used by Washington today. 
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OPA Price Advisory Committees 


66 oe has thirty-six ‘formalized’ advisory committees and three 

or four times as many informal ones which it consults in con- 

nection with price control. There is as yet only one informal advisory 

committee on rationing ; namely, that for food rationing. The thirty-six 

price advisory committees are permanent standing commnuttees which 
meet at the call of their elected chairman.” 





WPB’s industry advisory commit- 
tees are intended to be truly representa- 
tive of each industry. Reflected in the 
composition of every such committee 
is the geographical distribution of the 
industry, as well as the proportion of 
small, medium-sized, and large com- 
panies in the industry. The different 
products of each industry are also re- 
flected in the committee’s membership. 
While trade association executives are 
rarely members of the advisory com- 
mittees, the proportion of committee 
members whose companies belong to 
trade associations is about the same as 
in the industry itself. If, for example, 
half the companies in an industry be- 
long to that industry’s trade associa- 
tion, then about half of the members 
of the industry advisory committee are 
selected from among those companies. 
Thus, there is no element in an indus- 
try whose viewpoint is not represented 
in the committee. No cliques can run 
an industry through these committees. 
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T is interesting to note that the 4,- 
700 to 5,000 members of WPB’s 
several hundred industry advisory 
committees serve entirely without com- 
pensation. They are paid not even trav- 
el expenses. Most of these committees 
meet with WPB officials in Washing- 
ton once a month or oftener. Every 
business day, from six to fourteen such 
meetings are convened. The purpose of 
the industry advisory committee is to 
bring to the government the industry’s 
advice, criticism, and suggestions on 
production problems, and to convey to 
the industry the government’s think- 
ing. 

Many trade association executives 
—and also a great many businessmen 
—regret that no arrangement has yet 
been worked out whereby all compa- 
nies in an industry, whether associa- 
tion members or not, can learn of the 
results of the far-reaching discussions 
at these WPB meetings of government 
officials and a handful of representa- 
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tive firms. Trade associations offer to 
send summaries of each meeting to all 
firms in their industries, members or 
not, as soon as WPB grants permission 
for the distribution of information on 
these to-date confidential conferences. 
There is an understanding, support- 
ed by official letter, that the Depart- 
ment of Justice will not prosecute 
members of the industry advisory com- 
mittees for their acts at regular meet- 
ings, provided the discussion at the 
meetings is carried on within the in- 
tendment of the purpose of the WPB 
and that the committees are represent- 
ative of the industries concerned. 


we Vice Chairman Charles E. 
Wilson announced in February, 
as part of a scheduling drive to break 
production bottlenecks, that WPB was 
calling in for conferences about six or 
eight operating men from each of a 
score of industries. Among these in- 
dustries facing emergency production 
problems were fans and blowers, com- 
pressors, motors, machine tools, resist- 
ers, and heat exchangers. The task was 
to solve technical difficulties. Although 
in most instances the regular WPB in- 
dustry advisory committees existed, 
their members were not all technical 
men. Therefore it was decided, very 
hurriedly, to get these groups of tech- 
nical men to Washington for half-day 
conferences. Each group was asked to 
recommend to WPB a production con- 
sultant to work in Washington for a 
3-month period, and that was done.® 
OPA has an Industry Council, set 


2 The consultations described above, it may 
be noted, took a different course than that 
described in an advance press release, WPB- 
2479 of February 9, 1943, which described these 
groups as formal and permanent committees 
or “task forces.” 
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up for the specific purpose of obtaining 
the advice of American industry on 
general problems connected with price 
control and rationing. The council is 
composed of leading businessmen who 
meet in Washington with the Price 
Administrator and also give advice to 
the commodity branches in connection 
with the selection of industry commit- 
tees, which are consulted before indi- 
vidual price actions are taken.* 

In taking price action on some specif- 
ic commodity, OPA, following a study 
by the proper commodity section staff, 
holds a conference with “leading and 
representative members of the indus- 
try,” to whom the tentative recommen- 
dations are presented. Both trade asso- 
ciation members and nonmembers of 
an industry are consulted. After study- 
ing the minutes of this meeting OPA 
holds further discussions with the com- 
mittee, or with a panel selected by the 
industry. OPA then draws up a price 
order “on the basis of the full knowl- 
edge of the industry’s viewpoint,” and 
the industry’s practices and require- 
ments. Although the law provides—as 
an optional method—the holding of 
public hearings, OPA has found the 
informal industry conferences “entire- 
ly satisfactory.” 


Se has thirty-six “formalized” 
advisory committees and three or 
four times as many informal ones 
which it consults in connection with 
price control. There is as yet only one 
informal advisory committee on fa- 
tioning ; namely, that for food ration- 
ing. The thirty-six price advisory com- 
mittees are permanent standing com- 


8 QOPA’s First Quarterly Report, p. 71. 
4 [bid., p. 73. 
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mittees which meet at the call of their 
elected chairman. Since the Emergency 
Price Control Act of 1942 specifically 
authorizes creation of OPA advisory 
committees, it is not deemed necessary 
by their members that a government 
representative be present at all meet- 
ings to insure compliance with the anti- 
trust laws. However, the committee 
members usually like to have an OPA 
representative present to guide them on 
OPA’s viewpoint. Some of these com- 
mittees, or their subcommittees, meet 
on regional problems at points away 
from Washington, as occasion re- 
quires. 

OPA does not appoint trade associ- 
ation executives to membership in the 
advisory committees. In the composi- 
tion of the committees the trade associ- 
ations are “represented” indirectly 
through appointment of representa- 
tives of companies which are members 
of associations. 

In so far as concerns direct relations 
between OPA and business, OPA offi- 
cials state that they have found both 
trade associations and individual busi- 
nesses very cooperative and helpful in 
carrying out its task, although there 
have been temporary exceptions. 


r the beginning OPA had a problem 
in educating some trade associa- 
tions to view price-control problems 
from the broadest possible standpoint. 


Some associations sought to make the 
war the occasion for becoming spokes- 
men of the entire industry concerned, 
although often the interests of a trade 
association’s members and those of 
nonmembers in the industry were not 
identical. OPA has to consider all ele- 
ments. Actually, OPA has been amazed 
at the speed with which most trade as- 
sociations have recast their thinking 
in the general interest. To date, more 
than 200 trade associations have on oc- 
casion cooperated with OPA in the 
drafting of regulations and in inform- 
ing their industries of the operation of 
the regulations. In many instances 
thousands of copies of OPA regula- 
tions have been distributed to indus- 
tries by trade associations, at a cor- 
responding saving to OPA in distribu- 
tion expenses. The American Bankers’ 
Association, for example, sends its 
literature on ration coupon banking to 
all banks in the country, nonmembers 
as well as members. Even in those cases 
where differences of opinion concern- 
ing contemplated OPA action existed, 
the trade associations have given OPA 
100 per cent cooperation in informing 
their members of OPA’s decision. 

In announcing “finishing touches” 
on a rationing program for restau- 
rants, hotels, and institutions, OPA 
said: 


In developing the- program, the OPA 
credits industry representatives with making 


e 


sion codperated with OPA in the drafting of regulations 


q “To date, more than 200 trade associations have on occa- 


and in informing their industries of the operation of the 
regulations. In many instances thousands of copies of OPA 
regulations have been distributed to industries by trade as- 
sociations, at a corresponding saving to OPA in distribu- 


tion expenses.” 
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a substantial contribution in the public in- 
terest. Attending last week’s meetings were, 
among others, representatives of the Na- 
tional Restaurant Association, the Ameri- 
can Hotel Association, the American Hos- 
pital Association, the Association of Dining 
Car Superintendents of the Association of 
American Railroads, the American Camping 
Association, the American Prison Associ- 
ation, the Limited Price Variety Stores, the 
National Retail Dry Goods Association, the 
National Association of Chain Drug Stores, 
and the National Association of Retail Drug- 
gists. 


eet another contact between busi- 
ness and the government are the 
much-buffeted $1l-a-year men who 
spend full time in Washington, and 
other consultants who give their ad- 
vice only on a part-time basis. Since 
this is a country of great industries and 
large enterprises—for which, as bel- 
ligerents, we can be very thankful— 
it is but natural that the war produc- 
tion authorities should draw heavily on 
those enterprises for top personnel. 
Yet, in this war, no group has been 
more constantly subjected to the criti- 
cism of the congressional and other 
friends of small business and labor, 
who often picture the typical $1-a-year 
man as having no interest beyond that 
of enriching his company. The wonder 
is that so many of these men stick it 
out in Washington. 

OPA utilizes the services of a num- 
ber of industrial experts on a consult- 
ant basis. Textile, apparel, leather, 
steel, and other specialists are listed 
with OPA’s industry council and upon 
call go to Washington to give advice. 

The Department of Commerce in 
1933 set up the Business Advisory 
Council to give advice on questions re- 
ferred to it and act as a clearing house 
for industrial views on governmental 
matters affecting business. The BAC 
has never achieved much recognition or 
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importance in Washington, perhaps 
because the Commerce Department is 
primarily an information-gathering 
and disseminating agency. The BAC is 
still technically in existence, but one 
rarely hears of a meeting. 


eS 650 trade associa- 
tions or other cooperative groups 
have offices in Washington. More than 
half of these are commercial and in- 
dustrial associations or related groups, 
the remaining ones being professional, 
agricultural, labor, and similar organi- 
zations. Of the commercial and indus- 
trial groups, those whose Washington 
offices are their headquarters number 
about 165. Of the Washington offices 
of the nonbusiness associations, most 
are the associations’ headquarters.° 

Whether a trade association should 
be content with a Washington branch 
office or representative, or whether it 
should have its headquarters in the 
capital, cannot be categorically stated. 
The question is an individual one, de- 
pending upon circumstances. A trade 
association may not exist solely, or 
even principally, as an intermediary be- 
tween Washington and the industry. 
The non-Washington functions or con- 
tact with the membership may be so 
important as to require location of the 
headquarters in close proximity to the 
industry’s chief area of production, or 
some industrial and financial center. 
The economists, statisticians, technical 
researchers, publicity men, and the like 
need not be located at Washington to 
do good work. 


5 “How Can the Trade Association Contrib- 
ute to Victory?” by Pyke Johnson, p. 10. The 
only national directory of trade associations 1s 
that of the Commerce Department : “Trade and 
Professional Associations of the United 
States,” by C. J. Judkins. 1942. 
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Origin of the Business Advisory Council 


“ Department of Commerce in 1933 set up the Business Ad- 

visory Council to give advice on questions referred to it and act 

as a clearing house for industrial views on governmental matters affect- 

ing business. The BAC has never achieved much recognition or impor- 

tance in Washington, perhaps because the Commerce Department is 

primarily an inf ormation-gathering and-disseminating agency. The BAC 
is still technically in existence, but one rarely hears of a meeting.” 





If the industry is composed of rela- 
tively few units, location of the head- 
quarters is not a troublesome question. 
If the association’s work is such as to 
require frequent consultation of pro- 
duction or technical men, the head- 
quarters may best be located near the 
center of the industry, to minimize the 
loss of time through travel. Also to 
be considered is the existing conges- 
tion in the capital: the shortage of 
office space, living quarters, and other 
facilities. 

The Washington representative, re- 
gardless of the location of the associa- 
tion’s headquarters, should be a respon- 
sible and capable man of tact, patience, 
and experience. A sense of humor will 
come in very handy. 

If most of a trade association’s de- 
cisions have to do with the industry’s 
relations with Washington, this is a 
very strong reason for having the poli- 
cy-making officers located in Washing- 
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ton, unless the association’s head- 
quarters are within relatively easy 
“commuting” distance from the capi- 
tal. From the standpoint of the govern- 
ment, on the other hand, the only thing 
that matters is that it have a point of 
contact with the industry. Not every 
national trade association has_ the 
financial means to maintain its own 
Washington office. 


y= has prompted some trade as- 
sociations to move their head- 
quarters to Washington during the 
past few years has been the growing 
realization of the dependence of busi- 
ness on government policy and deci- 
sions, not merely for the duration of 
the war, but for the indefinite postwar 
future. This, for example, is the view 
of the National Electrical Contractors 
Association, which moved its head- 
quarters from New York to Washing- 
ton not long ago. Similar considera- 
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tions inspired the Porcelain Enamel 
Institute to move its headquarters from 
the city of Chicago to the District of 
Columbia. 

The institute envisages a certain 
amount of government regulation and 
planning after the war, with a tenden- 
cy toward standardization. Today the 
government is virtually the only cus- 
tomer, and the institute, by having 
moved to Washington, is better able to 
educate procurement officers on porce- 
lain enamel as a replacement for more 
critical materials. 

A recently developed point of con- 
tact between Business (with a capital 
B) and Washington is the Committee 
for Economic Development. This is a 
privately financed group for postwar 
preparation. It is housed in the build- 
ing of the Department of Commerce, 
which fathered it. The Commerce De- 
partment has lent to the committee the 
full-time services of the director of the 
Bureau of Foreign and Domestic Com- 
merce, Carroll L. Wilson, who acts as 
the committee’s executive secretary. 
The purpose of the committee is to en- 
courage each business enterprise indi- 
vidually to plan for the maximum pro- 
duction after the war, on the theory 
that the sum total of the individual ef- 
forts will result in a minimum of un- 
employment after the war. Through 
its field development division the 
committee 


intends to provide significant factual data 
on postwar markets and case histories on 
firms engaged in postwar preparations. This 
material will be collected and prepared by 
the Industrial Advisory Board, which is a 
very important part of this division. Its mem- 
bers in codperation with individual business 
concerns and trade associations are respon- 
sible for assembling this and other informa- 
tion about the national economy, which will 
be needed by individual managements as a 
framework for their own planning. 
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HAT the Edison Electric Institute 

maintains its headquarters in New 
York city is evidence of the fact that 
New York is the most convenient place 
for the maximum number of the asso- 
ciation’s members. Although the latter 
are scattered over the country, most of 
them have business in New York from 
time to time, and hence find it conven- 
ient to visit the institute. 

The Edison Electric Institute en- 
deavors to keep its members promptly 
and fully informed on Washington re- 
ports, releases, regulations, laws, pro- 
posed legislation, hearings, etc., for 
which purpose it employs a Washing- 
ton service to obtain the information. 

Since governmental interests of util- 
ities are concerned with the SEC as 
well as FPC and other agencies, it 
should be noted—in connection with 
Washington representation—that the 
SEC is now located in Philadelphia.’ 


HE American Gas Association has 

maintained its headquarters in 
New York city ever since its formation 
in 1918. Some years ago, in view of the 
growing importance of various gov- 
ernment agencies as fuel consumers, 
the association arranged for the serv- 
ices of a fuel representative in Wash- 
ington to handle work of this charac- 
ter. With the onset of regulations and 
restrictions, priorities and other mat- 
ters affecting the industry, or requiring 
approval of government bureaus, this 
representative's services have been 
utilized to present such matters to gov- 


8 It might be noted in passing that the Edison 
Electric Institute has registered with the SEC 
as a service company under the terms of the 
Holding Company Act, although it seems to 
be admitted that the purpose of such regis- 
tration is purely technical compliance. The 
SEC has indicated no desire to regulate the 
association as such. 
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ernment agencies and to secure inter- 
pretation of orders wherever neces- 
sary. His duties have been limited to 
these activities. 

So far as is known, the question of 
transferring the headquarters to 
Washington, or of opening a Wash- 
ington office for purposes other than 
those indicated above, has never been 
discussed by the board of directors. 

Another electric group which has 
recently set up shop in the nation’s 
capital is the Committee of the Council 
of Electric Operating Companies. As 
the name implies, this is an operating 
utility group as distinguished from the 
Edison Electric Institute, whose mem- 
bership is broader and includes many 
of the holding company systems as 
such. The operating group, a little 
more than a year old, represents over 
160 electric companies throughout the 
nation. 

This committee is headed by a chair- 
man, Tom P. Walker, who has charge 
of its Washington office. Its function 
is simply to be helpful in assisting the 
operating companies to cooperate with 
the various government war agencies 
such as the WPB, OPA, and WMC. 
It has no other purpose and does not 
pretend to policy-making functions on 
behalf of the electric utility industry. 
Presumably, it will be dissolved when 
the emergency has passed. 


agen the United States Inde- 

pendent Telephone Association 
moved its headquarters from Chicago 
to Washington tecause it found that 
most of the association’s affairs were 
being determined there. It makes 
for speedier and more efficient opera- 
tion from the association’s standpoint. 
In addition to the secretary and the ex- 
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ecutive vice president, the Washington 
headquarters has a statistician and an 
engineer. Since Washington is the 
fountainhead of statistics, the associa- 
tion’s statistician is better off here than 
in Chicago. The presence of an en- 
gineer is necessary for dealing with the 
WPB and the FCC. Contacts with the 
Bureau of Internal Revenue, important 
for this association, also made the 
move of headquarters desirable. 

Whether this move of the USITA 
from Chicago to Washington is to be 
permanent or only for the duration 
seems to be an open question among 
members of the organization. The in- 
dependent telephone companies are 
chiefly located throughout the Middle 
West, and Chicago was their natural 
rallying place for national conventions, 
visiting headquarters, and maintaining 
general interest among the members. 
Some fears have been entertained that 
“grass roots” support from member- 
ship dues and association activity may 
not flourish under remote control from 
Washington during the postwar years. 
However that is a postwar problem; 
and it seems to be generally agreed that 
for the duration at least the ever-in- 
creasing complexities of the relation- 
ship between the independent telephone 
companies and the government war- 
ranted the emphasis placed on the asso- 
ciation’s capital city office. 


asec in contrast to the inde- 
pendent telephone group which af- 
ter all renders service to about a fifth 
of the nation’s telephone subscribers 
and does about 10 per cent of the tele- 
phone business of the country, is the 
position taken by the Bell system. The 
Bell system serves the other four-fifths 
of the nation’s telephone subscribers 
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and does the remaining 90 per cent of 
the telephone business. Its central 
headquarters is located at 195 Broad- 
way, New York city, and is likely to 
remain there, war or no war. The Bell 
system maintains an able corps of 
Washington representatives but when 
legislation or administrative matters 
of major importance come up, New 
York executives of American Tele- 
phone and Telegraph Company gener- 
ally go to Washington personally to 
represent the Bell system. Add that as 
a case of the Washington office acting 
solely as “ambassador’’—while the 
policy-making function is retained in 
the “home office.” 

Of course the Bell system perhaps 
differs from every other group in that 
it is all one corporate organization and 
its New York city background has be- 
come so crystallized that it is difficult 
to conceive of any good reason why 
it should move to Washington or any 
other place. 


= trade associations fear to move 
their headquarters to Washington, 
lest they be labeled as a “lobbying”’ or- 
ganization. In a sense, every organized 
group with Washington interests is and 
should be a lobbying organization. 
Ordinary trade associations are prone 
to be tarred with the “lobbyist” appella- 
tion—which often unjustly implies re- 
sort to “devious, misrepresentative, 
and fraudulent tactics’—while farm- 
er, labor, and other well-organized 
pressure groups whose representatives 
keep in closest touch with Congress es- 
cape such condemnation. 

The TNEC’s monograph, “Trade 
Association Survey,” reports’: “It is 
generally accepted that group action, 


7 Monograph No. 18, 1941, p. 337. 
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whether by business, agricultural, la- 
bor, or other special interest organiza- 
tions, to influence the course of legisla- 
tion is a natural and entirely proper ex- 
pression of democratic institutions.” 

The trade association which abjures 
“fraudulent tactics” need not hesitate 
to establish its headquarters in Wash- 
ington. Nor is there any good reason 
why an industry or profession organ- 
ized as an association should not place 
its views on pending legislation before 
the proper committees and interested 
members of Congress. Certainly, with 
such presentation of views and facts, 
Congress can more quickly obtain a 
representative view of proposed legis- 
lation than by summoning a multitude 
of individual businessmen. 

The same is true where an adminis- 
trative agency deals with an industry. 
The great body of administrative 
law which is made up of the thousands 
of orders and regulations issued by the 
Federal departments and independent 
agencies makes it necessary, as a prac- 
tical matter, that business maintain 
contacts with the promulgating agen- 
cies, even more than with Congress, 
which has so broadly delegated its pow- 
ers to the agencies and commissions. 


7 writer has heard it suggested 
that a trade association which 
moves its headquarters to the District 
of Columbia may find itself cut off 
from the industry it represents; that 
Washington atmosphere is “unreal, or 
unrealistic.” This hesitancy poses a 
counter question: Is it more important 
for the association executives to be 
closer to their industry, than to the 
government? To this writer it seems 
more likely that the association execu- 
tives’ contact with their industry will 
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take care of itself in the industry’s in- 
terest, whereas contact with the gov- 
ernment, if untended, will not. The 
closer and more frequent the contacts 
between the government and the indus- 
try’s spokesmen, the better the under- 
standing one may expect between the 
two groups. Incidentally, this question 
of association contact with the indus- 
try does not arise where the member- 
ship is scattered across the country, 
and not heavily concentrated. 

After all, the original headquarters’ 
location of many trade associations 
was largely fortuitous. One is reminded 
of the man who was asked how he hap- 
pened to be born in Paris. His answer 
was: “To be near my mother.” 

It is but natural in war time that the 
economic resources be drafted by the 
nation and the industrialist and busi- 
nessman become a willing “soldier” in 
the fight for victory. It is accepted by 
all that there can be no really private 
business while there is a war on. But 
what about after the war? Will the 
business organizations which now so 
willingly obey the orders of their 
Washington bosses be equally willing 
to have capital officials order them 


about, dictating what they shall or 
shall not make, what hours they shall 
work, what prices they shall charge, 
and the like? 


. is a good guess that the final ar- 
mistice will bring a changed atti- 
tude, even though the war time econo- 
my is not abruptly scrapped. The pro- 
curement services may not at once 
abruptly cancel all outstanding con- 
tracts, and so the government will still 
have a strong voice in the businesses 
affected. 

Moreover, it seems quite likely, 
the public—workers and employers— 
will insist that Washington take steps 
to avoid drastic unemployment during 
the immediate and subsequent postwar 
periods. If, under these circumstances, 
business faces a Washington-managed 
economy, it will be because it asked for 
it. 

The chances are that, on net balance, 
Washington after the war will be much 
more of an influence on business than 
it was before September, 1939. This 
means that contacts between business 
and Washington will be much more 
necessary than in the prewar period. 





Nazis Economize on Power Use 


HE Berlin radio recently announced plans for curtailing 
consumption of electricity and gas in Germany. 

The broadcast, heard by the Associated Press, said that 
Albert Speer, German minister for armaments and munitions, 
had appointed an engineer named Seebauer as a special dele- 
gate for “supervision and organization of the prescribed econ- 
omy of electric current and gas.” 

The broadcast said ordinary households were expected to 
economize by 10 per cent, larger households occupying over 
10 rooms by 20 per cent, and big firms and public administra- 
tions at least by 30 per cent in electric current and gas as 
compared with the same period last year. 
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The Rural Electric Co-ops Get 
A Trade Association 


This new organization, in the opinion of the author, 

is unique in several respects—among others in that 

—although a private association, it was instigated by 

and formed with the assistance of men employed 
by the Federal government—Its purposes. 


By LARSTON D. FARRAR 


NEW and unique trade associa- 
tion has taken its place along- 
side hundreds of well-estab- 


lished groups in Washington; and, 
while many folks maintain that “there 


” 


is nothing new under the sun,” it ap- 
pears that this group has added some 
rather unusual twists to old ways of 
organizing. 

It is the National Rural Electric Co- 
Operative Association. Its principal 
present officer is Clyde Taylor Ellis, 
of Bentonville, Arkansas, who repre- 
sented that state’s third district in Con- 
gress until he was replaced last Janu- 
ary. However, this in itself does not 
make the new association unique, for 
many former Congressmen — both 
Senators and Representatives—are em- 
ployed in many capacities around 
Washington. 

The NRECA is unique for other 
reasons : 
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1. It was instigated by, and formed 
with the assistance of, men who are 
employed by the government of the 
United States, although it is a private 
group. 

2. Its main objective is to bring “a 
New Deal in electric power to millions 
of lightless farm homes.” 

3. Its first convention was attended 
by one cabinet member, one personal 
representative of the President of the 
United States, half a dozen Senators 
and many more Representatives, and 
other high government administrative 
officials. 

4. Its avowed purpose is to repre- 
sent people, rather than business 
groups, and its executive manager 
(the former Congressman) frankly 
states that he wants the 1,008,000 users 
of REA electricity throughout the na- 
tion to “influence” Congress through a 
barrage of letters from time to time 
from these plain citizens. 

5. It was formed with the stated in- 
tention of challenging certain other 
business associations. 





THE RURAL ELECTRIC CO-OPS GET A TRADE ASSOCIATION 


Naturally, people are interested in 
such an aggressive group and it was 
not long in the public eye before many 
investigators began to inquire into its 
activities, history, and aims. While 
some may have gone about learning 
these facts the hard way, it was not 
difficult to get this information about 
the new association. 


o~ T. Tate, of Tate, Georgia, a 
well-known little Georgia city 
where the Tate family made millions 
from marble diggings, who was elected 
president of the NRECA, gave a fair- 
ly complete history of how the asso- 
ciation was formed when he spoke at 
the first convention in St. Louis, Mis- 
souri, on January 19, 1943. Said he: 

“The birth (of this organization) 

. is almost like fiction. As a result 
of the copper hearing during the 
months of November and December, 
1941, before the Tarver subcommittee 
of the House Appropriations Commit- 
tee, there were those of us from all sec- 
tions of the country who had the pleas- 
ure of meeting and exchanging views 
as to the Rural Electrification Admin- 
istration program and, growing out of 
this meeting, there was expressed a 
feeling from all parts of the country 
that a national association of the co- 
Operatives would be an ideal means of 
fighting for, and the mutual protection 
of, all the codperatives . . . 

“Tt was not until March, 1942, that 
the original board of incorporators 
met in Cincinnati, Ohio. The meeting 
in Cincinnati was adjourned to the city 
of Washington, and after consultation 
with public power leaders in Congress 
and with government officials, it was 
decided that now was the time to in- 
corporate your national association.” 
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Mr. Tate then went on to point out 
that the present officials of the organ- 
ization include, besides him as presi- 
dent: E. J. Stoneman, of Platteville, 
Wisconsin, vice president; William 
Jackman, of Washington, D. C., secre- 
tary; Clyde T. Ellis, executive man- 
ager; and Harry Edmonds, J. C. 
Nichols, Thomas B. Fitzhugh, E. D. 
H. Farrow, T. F. Donahue, Raymond 
Walker, Will Hall Sullivan, and M. R. 
Seabrooke, directors. 


HE headquarters office of the new 

association are in the Columbian 
building in Washington, D. C., but 
only two of the above officers work 
there—Mr. Ellis and Mr. Jackman. 

“At the first meeting of the direc- 
tors,” Mr. Tate continued, “many con- 
gressional leaders and representatives 
of government agencies interested in 
the public power program met with the 
directors and gave them much encour- 
agement in this program. At this meet- 
ing, officers of the association were 
elected and committees appointed. 

“On May 11, 1942, the directors met 
again in Washington and received 
committee reports and reports as to the 
progress being made by the associa- 
tion. It was at this meeting that the by- 
laws in their present form were 
adopted and from March 20th, the date 
of incorporation, to this meeting in 
May, the association had received ini- 
tial membership fees and dues approxi- 
mating $2,000. 

“At a subsequent meeting in Chicago 
in the last of June, there were invited 
certain outstanding leaders from all 
sections of the country to be in attend- 
ance who were interested in matters 
regarding the REA program. It was 
decided at this meeting that the asso- 
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ciation should investigate the possibili- 
ties of an insurance program for the 
cooperatives which would bring about 
a reduction in the cost of insurance. 
... On October 29th, the officers of the 
association moved the offices from St. 
Louis to its present address in Wash- 
ington, D.C.... 

“We do not have at our command 
the fabulous funds of the Edison Elec- 
tric Institute and those aligned against 
us. However, we do have, in my opin- 
ion, the most potent things in America, 
the voice and heart of the people as 
expressed by the members of your co- 
Operatives.” 


HERE you have the history of 

NRECA out of the mouth of its 
own president. It is obvious that the 
association was formed with the help 
of elected Congressmen, with the aid 
of appointed Federal officials, and was 
made possible only through this codp- 
eration. 

Now, there are some who say that 
this frank admission that government 
officials are playing a part in the forma- 
tion of an ostensibly private organiza- 
tion, designed to contest controversial 
issues with other private organizations, 
is illegal and undesirable. But there is 
no reason to think that such action does 


not meet with the approval of the elec- 
torate. Of course, it is possible that 
such actions have not received wide 
enough publicity and that if the people 
could be correctly informed about them 
and as to their full implications, strong 
differences of opinion might develop. 

One might speculate as to what 
would happen if, say, Donald Nelson 
were to attend meetings of the Edison 
Electric Institute and urge members 
to organize more firmly and fight for 
their rights. It is somewhat doubtful 
whether he would hold his job in the 
government long. However, there may 
be a difference—we simply must try to 
understand the high motives implicit 
in the work of REA officials who 
helped form the new cooperative asso- 
ciation. 

Some years after the Edison Electric 
Institute was formed, it was required 
to register with the Securities and Ex- 
change Commission; but the new pri- 
vate association headed by ex-Con- 
gressman Ellis will probably not be re- 
quired to undergo a similar procedure. 
After all, the two organizations repre- 
sent two different sets of people. The 
Edison Electric Institute, according to 
Mr. Ellis, represents the big holding 
companies and the public utilities, while 
his organization represents “small pri- 


q “THE first convention of the new association [NRECA] 


...im many respects is unique. . 


. . Although the Office of 


Defense Transportation was loud at the time in discourag- 
ing the holding of the Chicago Furniture Mart showing, no 
voice was ever raised at the ODT against the holding of the 
NRECA convention, which drew approximately 1,000 per- 
sons from all sections of the nation and undoubtedly added 
to the strain on the transportation system as much as did 
conventions of other trade associations of proportionate 


sige.” 
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yate corporations,” which serve the 
people. Mr. Ellis was very quick to ob- 
serve the advantage enjoyed by his 
group, for he pointed out that the peo- 
ple behind his association will vote as 
it wants them to vote, “but,” he asked, 
“whoever heard of a customer voting 
for a public utility ?” 


hese first convention of the new 
association, held last January 
19th, 20th, and 21st, in many respects 
is unique also, particularly for a trade 
association meeting. Although the Of- 
fice of Defense Transportation was 
loud at the time in discouraging the 
holding of the Chicago Furniture Mart 
showing, no voice was ever raised at 
the ODT against the holding of the 
NRECA convention, which drew ap- 
proximately 1,000 persons from all sec- 
tions of the nation and undoubtedly 
added to the strain on the transporta- 
tion system as much as did conventions 
of other trade associations of propor- 
tionate size, 

However, this apparent anomaly in 
thinking on the part of ODT officials 
did not cause any of them to lie awake 
nights worrying about their incon- 
sistency. Why? Because none of those 
associations (who were asked to forego 
the privilege of meeting) had such ban- 
ner speakers as did the NRECA con- 
vention. There were Secretary of the 
Interior Harold L. Ickes, former Sena- 
tor George W. Norris (to whom the 
association presented a plaque), Eu- 
gene H. Casey, one of the nine young 
presidential assistants with a “passion 
for anonymity,” to say nothing of the 
many lesser lights who journeyed out 
from Washington. Ex-Congressman 
Ellis personally invited members of 
Congress to come to the convention. 
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These events brought several ques- 
tions to the minds of observers who 
have watched the progress of Congress 
and lobbyists for many years: 


1. Is it in the public interest for a 
private association to pay the expenses 
of Congressmen to any meeting de- 
signed to further the interests of one 
group? 

2. Is a Congressman within his 
right when he serves both as execu- 
tive manager of a private association 
and as a member of Congress? 

3. Would Congress as a whole re- 
main silent if members of that body 
were wined and dined by a private 
business or industrial organization— 
except the NRECA, of course? 

4. How far shall government ad- 
ministrators, charged with responsibil- 
ity of serving all the people, not just 
one segment, go in encouraging the 
creation of an association obviously 
designed to promote the interests of 
one group of the population? 


O F course, the folks who raise such 
questions, although they might 
have fairly reputable characters and 
be able to prove that they have never 
taken a dime from a “selfish interest,” 
leave themselves open to the charge of 


lacking social consciousness. One 
should not quibble over the motives of 
a certified archangel. 

Suppose that Harry Slattery, admin- 
istrator of the REA, a subsidiary of the 
U. S. Department of Agriculture; 
Robert B. Craig, assistant administra- 
tor of the REA, and other high offi- 
cials of that organization, did encour- 
age and help form the National Rural 
Electric Codperative Association. This 
was indicated by Mr. Slattery in a let- 
ter sent by him to Mr. Tate, president 
of the new association, and published 
in the Congressional Record of March 
8, 1943. So what? 
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Purpose of the NRECA 


“|... there are some who will protest that the association [NRECA] is 
formed only to ‘protect’ the interests of the REA coéperatives already 
in existence. But surely these warm-hearted, social-minded men do not 
want to become ‘barons of power.’ The new association expects to do 
great things—if not immediately, then right after the war is over.” 





Robert B. Craig, who has been urg- 
ing the creation of an association along 
the lines of the new group since 1940, 
or before, is the same gentleman who 
received a “severe letter of reprimand 
and warning” from the Secretary of 
Agriculture in 1942 when it was deter- 
mined that false and misleading figures 
regarding the operation of REA had 
been given to a congressional commit- 
tee. Hard indeed is the path of the 
righteous. 

In connection with this event, which 
received little publicity although it 
seemed to be an open-and-shut case of 
somebody trying to keep certain facts 
from becoming too conspicuous to a 
congressional committee, Kendall Foss, 
chief of the REA’s information divi- 
sion, was removed from office, effective 
January 30, 1942. Irresponsible rumor 
has it that Foss was regarded in some 
quarters as a goat or “fall guy.” 

Virtue is ever thus subject to base 
calumny. 


HE idea that the new organization 

is more political than business in 
character was probably inspired by the 
speakers at the first convention. They 
preached a crusade against large but 
wicked segments of the population. 
Eugene Casey, the personal representa- 
tive of President Roosevelt, led the 
processional. 

Mr. Casey began his speech by warn- 
ing his listeners against “selfish inter- 
ests” and again and again warned them 
about groups within the nation from 
whom they must shy. He called all who 
disagreed “lip servers of Democracy.” 

Being a young man, Mr. Casey spoke 
with the vigor of youth. Nothing could 
make him generate more heat than to 
think of those people in our nation 
whom he says “rebuilt the slum world 
which was not fit for heroes.” This was 
a reference to the men who built Amer- 
ica before 1933. It is obvious that Mr. 
Casey thinks that the first World War 
was fought and won by us while we 
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were still wallowing in the darkness 
that cometh before the dawn. He thinks 
that all members of the NRECA “must 
go on to repudiate the uncodperative 
attitude which has characterized our 
foreign policy,” although in the main 
he stuck to domestic issues in his ad- 
dress. 

Mr. Casey views any attempts by 
Congress or the public to have REA 
subjected to scrutiny or regulation “as 
attacks on the President and all that he 
sands for, symptoms of a resurgent 
Toryism.” He says that “behind the 
scenes, the powerful interests are stak- 
ing out their claims and putting up their 
barricades to social progress.” He did 
not identify by name the powerful in- 
terests, tell where they were staking 
their claims, or mention the specific 
barricades of social progress they are 
erecting. 


ust what all this has to do with elec- 
J trifying the homes of rural Amer- 
ica and forming a private association 
to promote this end may seem rather 
remote, but only to those who lack so- 
cial vision. Undoubtedly, Mr. Casey 
will enlighten such men in later ad- 
dresses before the association and they 
will see the connection better. For if 
the present influence in the new asso- 
ciation continues, it will be addressed 
by high government officials again and 
again as time goes on. 

Some hostile obseryers persist in be- 
lieving that it might be possible for the 
REA and other government agencies 
to use the new association to con- 
travene the intent of the Hatch Act. 
True, it would be possible for REA 
officials who helped form this associa- 
tion to call on it to disseminate the 
“party line” on other issues from time 


to time—issues which might be con- 
sidered more important than electrify- 
ing American homes. 

Congressman Everett M. Dirksen, 
of Illinois, has taken more than a pass- 
ing interest in the NRECA because ex- 
Congressman Ellis has spoken critical- 
ly of Congressman Dirksen—even in 
the latter’s own district. Congressman 
Dirksen recently told the Congress: 

“Among other things, I wanted to 
know whether Mr. Ellis, as executive 
manager of this association, was re- 
ceiving $12,000 a year. I wanted to 
know whether or not the dues paid into 
the association were $10 for each co- 
Operative and 10 cents for each mem- 
ber of a cooperative, which, on the 
basis of 1,008,000 members, would 
provide an annual revenue exceeding 
$108,000 which the association might 
obtain from farmers (needy farmers ) 
and expend to maintain a Washington 
office. I wanted to know whether the 
REA had inspired the association to 
venture into the insurance business and 
that insurance men in Arkansas and 
Illinois had filed protests against this 
venture.” 


iy was Mr. Dirksen who was instru- 
mental in bringing to the attention 
of the Congress and the Secretary of 
Agriculture little irregularities in the 
REA organization earlier mentioned. 
He held the belief that one who is in- 
terested in a strict accountability of 
government funds and efficient opera- 
tion of government agencies is not 
necessarily making “vicious attacks” 
on an agency. Mr. Dirksen also com- 
plains that REA administrators at- 
tended closed meetings of congressional 
committees; then went and informed 
ex-Congressman Ellis of all that was 
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said and done. What’s more, so Mr. 
Dirksen says, they gave him inaccurate 
information. 

Be that as it may, such observations 
throw light on the real program of the 
new association. The program is sim- 
ple, yet it has many facets: 

1. To insure the continuation of 
government spending on rural elec- 
trification projects throughout the na- 
tion increasing this whenever and 
wherever possible. 

2. To permit the government by 
various means to take over or run out 
of business all privately owned power 
companies. When this happens the 
founders of this new association will 
take their rightful upper place. They 
can look down and laugh at the poor 
old-fashioned vested interests. 


Naturally, there are some who will 
protest that the association is formed 
only to “protect” the interests of the 
REA cooperatives already in existence. 
But surely these warm-hearted, social- 
minded-men do not want to become 
“barons of power.” The new associa- 
tion expects to do great things—if not 
immediately, then right after the war 
is over. 

For example, the association’s ex- 
Congressman executive manager is 
working already on the following 
projects: 

1. Establishment of an industrial 
insurance company which will furnish, 


he says, lower rates to every REA 
co-op in the country. 

2. Passage of the so-called Rankin 
Bill, designed to eliminate the restric- 
tions limiting REA co-ops operation to 
towns of 1,500 or less in population 
and providing not only a lower inter- 
est rate for REA co-ops, but giving the 
average co-op fifty years, instead of 
twenty-five, in which to pay back any 


loans to the Federal government. 
3. Increase in the. number of war 
contracts on REA lines. 


4. The giving of electricity to the 
remaining 60 per cent of the farmers 
of America, who, he says, are now 
without it. 


M®* Ellis gave a fairly comprehen- 
sive picture of how he feels to- 
ward other groups in our population 
in his speech at the St. Louis conven- 
tion, and he pulled no punches in re- 
gard to all who would stand in his asso- 
ciation’s way. 

He assured his listeners in his speech 
that “we have some friends in the 
power division of WPB” (now the 
Office of War Utilities). In particular, 
he mentioned the general counsel of 
the OWU, who used to be with TVA. 

At the same time, while referring to 
his influence in high places, Mr. Ellis 
reminded his listeners that they repre- 
sented private and independent cor- 
porations. We are not able to recall, 
offhand, any other private corporation 
openly proclaiming existence of its 
“friends” in high places—friends who 
are able and ready and willing to do the 
right thing at the right time presum- 
ably. 

After making many charges against 
the so-called ‘‘power trust,” which he 
identified closely with the Edison Elec- 
tric Institute, Mr. Ellis in a burst of 
frankness told his members that they, 
too, constituted a power trust. 

“This organization, so far as you 
are concerned, is comparable to the 
Edison Electric Institute which repre- 
sents the big holding companies and 
utilities !”’ 

He was applauded vigorously. 
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What if California Should Have 
To Ration Utilities? 


So far, there has been enough gas and ‘ 


‘juice” for 


everybody, despite staggering war increases in de- 
mand, and thanks to the weather. But the California 
Railroad Commission has emergency rules ready. 
Rationing would find a codperative public—for this 


commission is an example of “bureaucracy” at its 
best. 


By JAMES H. COLLINS 


HIs is hardly the best time to try 
and show John Q. Citizen that 


“bureaucracy,” despite what he 
thinks, can be efficient, and even re- 
spectable. 

Yet, if he lives in California, and 
should today read about a new ruling 
from Washington, and also one made 
by the California Railroad Commis- 
sion, he would instinctively criticize 
the first, and probably try to wangle 
his way around it, while the second 
would be pretty generally obeyed. 

The difference lies in the regulatory 
bodies who issue the rules. 

Washington bureaus are new, they 
are dealing with emergency measures, 
they haven’t had time to get enough 
information, and the public knows it. 


The California commission has been 
operating for more than thirty years, 
has a thorough knowledge of its field, 
and even with emergency problems, 
brought by defense and then war, 
knows how to lay down a sound foun- 
dation of information before it acts. 

That is regulation as it should be, 
distinctly a profession, which can be 
learned, and in which one can even 
make a career. 

If California had had some severe 
cold weather last winter—which for- 
tunately it escaped—John Q. Citizen 
might have got a “directive” cutting 
down the number of baths he took, and 
the level of the hot water in the tub; 
also, requiring him to shut off gas heat 
from all rooms except the one in which 
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he was sitting, listening to the radio. 

It would have been the first order of 
the kind that he had ever received. He 
knows that the natural gas resources of 
his state are so abundant that, until re- 
cently, much of the gas was not valu- 
able enough to save. But he would also 
know that the railroad commission, 
since 1911, has regulated public utili- 
ties with respect for everybody’s rights. 
And he would feel certain that, if the 
commission said so, it would know 
what it was talking about. 

Besides, the commission itself would 
not have directed him to do anything, 
or even requested him to do anything. 

The codperation he was asked to give 
would come as a request from his local 
gas company. And for weeks before 
the emergency, he would have been 
hearing over his radio just what he 
would be expected to do if the ther- 
mometer suddenly dropped below 
freezing. 


Ws has brought California un- 
precedented demands for gas and 
electricity, but even before defense, 
there was a rising market for gas, and 
a change in the supply picture. 

Between 1939 and 1941, the gas con- 
sumption rose from 231,000,000,000 
to 260,000,000,000 cubic feet, an in- 
crease of 12.7 per cent, and communi- 
ties like San Diego had an 88 per cent 
increase in consumption over 1940. 

For the first time in many years, no 
new flush oil fields, producing gas in 
excess of the demand, had been brought 
in. Supplies of casinghead gas from 
older fields were declining to a point 
where they had to be supplemented with 
dry gas from fields that had been used 
chiefly for emergencies. 

In the spring of 1941, when the 
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country was getting used to defense 
production, and still believed that it 
could be carried on without disturb- 
ance to the civilian economy, the com- 
mission received applications from 
three gas companies, in the southern 
half of the state, asking permission to 
cut off industrial customers in the 
event of cold weather increasing the 
domestic load. 

The commission decided that more 
knowledge of the gas situation was 
needed before it could act intelligently 
on these applications. So, an agreement 
was made with another state depart- 
ment, dealing with natural resources, 
to pool staffs and make a complete sur- 
vey of both casinghead and dry gas. 
Dr. John F. Dodge, professor of petro- 
leum engineering at the University of 
Southern California, was retained as 
consultant, and he became largely the 
director of the survey, especially in go- 
ing over oil company records. Oil com- 
panies made special efforts, and con- 
tributed technical assistance, and much 
information along the line of well his- 
tories, drilling records, and production 
statistics. 


de gas occurs in California, 
and elsewhere, as dry gas, from 
wells that yield no petroleum, and as 
casinghead gas, mixed with petroleum, 
which is separated at the surface, or 
casinghead, of oil wells. 

Estimating reserves is a job differ- 
ing with the type of gas and, in the 
words of an expert, is something that 
calls for a small amount of technical 
knowledge, and a considerable amount 
of common sense. 

Dry gas can be shut off at will. So 
reserves in the ground can be estimated 
without reference to the time factor. 
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The two methods of estimating in com- 
mon use are: 


1. Saturation method—calculation 
of the net void volume of the reservoir 
sand available for gas storage, and then 
of the volume of gas measured under 
standard conditions of temperature 
and pressure ; 

2. Pressure-drop volume-withdraw- 
al method—based upon an extrapola- 
tion of the relationship existing be- 
tween the decline in reservoir pressure 
during any given period of time, and 
the volume of gas produced during 
that time. 


Casinghead gas production depends 
upon the rate of oil production, and 
estimates of reserves have to be made 
with a time factor, the period of well 
life. The two methods of estimating 
are: 

1. Decline curve, or historical pro- 
duction method, based on estimates of 
oil reserves, with wide allowance for 
different gas-oil ratios and other fac- 
tors; 

2. the saturation or reservoir vol- 
ume method, similar in principle to the 
saturation measure for dry gas re- 
serves. 


Estimates made as of January 1, 
1941, and the same day in 1942, gave 
the results outlined below. 


bes dry gas is all available for do- 
mestic and industrial use, while 
the casinghead is used partly by the oil 
industry that produces it, for heat and 
power ; about 30 per cent goes for these 


purposes, leaving 70 per cent for do- 
mestic and industrial use. So, approxi- 
mately 10,000,000,000 thousand cubic 
feet constitutes the present reserve for 
the public. Enough for about thirty 
years, if no increases in consumption 
develop—which they have already— 
and no additions are made by the dis- 
covery of new fields. 

Gas in the ground, or even at the 
casinghead, and gas in homes and fac- 
tories, are two different things. 

The strain put upon the supply by 
a sudden cold spell in southern Cali- 
fornia would, last winter, have necessi- 
tated temporary conservation by house- 
holders to assure uninterrupted opera- 
tion of war plants. Nature was kind, 
however, the winter was mild, and, at 
the same time, new supplies of gas 
sufficient to offset increased consump- 
tion were developed by new discoveries 
in the Los Angeles basin oil fields. 

The southern half of the state is the 
most critical gas area, viewed from the 
consumption angle, and to provide a 
reserve near by, to be drawn upon in 
emergencies, the interesting Playa del 
Rey storage project was got going in 
1942.' This will provide 2,000,000,000 
feet of gas in a depleted oil field, and 
by next winter should have been built 
up to the point where it will take care 
of emergency demands with little or 


1“A Gas Engineer’s Dream Comes True,’ 
Pusiic Utiities Fortnicutity, Vol. XXX, 
No. 13, p. 835, Dec. 17, 1942. 
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Reserves 
Jan., 1941 


Casinghead gas M cu. ft. .... 7,965,903,307 353,010,274 
3,430,557,134 35,924,365 


Dry gas 


Gas 
Produced 
1941 


Reserves 
Jan., 1942 


7,784,715,785 
3,404,684,980 





Total reserves 


11,396,460,441 388,934,639 
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no rationing of householders in a cold 
spell. 

Further development of new sup- 
plies in the Fresno area may ease emer- 
gency situations in the San Francisco 
area, which is now consuming slightly 
more gas than is produced. 


ALIFORNIA has more than 1,800,- 

000 homes using gas for cooking, 
hot water, and heating, nearly one- 
quarter of the gas customers in the 
United States. More than 95 per cent 
are served by five major companies, 
which carry on advertising campaigns 
for customers. Through these large 
companies, with their advertising, it 
was possible to “condition” the domes- 
tic consumer in advance, explaining 
what he might be called upon to do for 
a few days if the weather got very cold 
—in the heavily populated areas where 
most gas is burnt, that means some- 
thing below freezing, but seldom as 
low as 20° for a few days from Decem- 
ber to the end of February. 

In normal times, industrial custom- 
ers are shut off during cold weather, 
to provide the increased supply needed 
in homes, 

In war, the industrial customer 
would have to be favored, and the 
householder be restricted. 

But steps were taken to provide a 
balance wheel for industrial users. 

Gas customers in California have 
for years been divided into firm and 
surplus. 

Firm customers are not subject to 
shut-offs in cold weather. They are do- 
mestic, commercial, and smaller indus- 
trial users. 


URPLUS customers are the large in- 
dustries, using great quantities of 
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gas for steam-raising, heating, anneal- 
ing, melting, cooking. They enjoy 
lower rates by reason of their large 
consumption, make it possible to utilize 
the heavy summer production of cas- 
inghead gas instead of wasting it to 
the air, and in winter are subject to 
shut-offs when they become necessary. 

These large users protect themselves 
by installing stand-by facilities. In 
earlier years, these facilities were 
equipment for making gas from crude 
oil; in later years, with the development 
of “bottled gas,” they are usually re- 
serves of butane and other gases com- 
pressed for heating service. The gas 
companies themselves fall back on bu- 
tane, and have in some cases turned 
their mechanical equipment for mak- 
ing gas into some war channel, as the 
Southern California Company, which 
last year converted a large stand-by 
plant to making butadiene for syn- 
thetic rubber, likewise the rubber itself, 
distinctly new by-product for a gas 
company. The whole amount of stand- 
by gas consumed in California doesn’t 
come to one-half of one per cent. 

War brought an increase of about 
10 per cent in the demand for firm gas, 
while surplus remained constant—it is 
around 45 per cent of total sales. 

For emergency peaks, when firm 
customers, domestic users, would draw 
on the surplus customers’ supply for a 
few days, industrial users have been 
asked to provide their own stand-by fa- 
cilities, and with moderate reserves of 
butane on hand would be able to make 
the situation more tolerable for domes- 
tic users, without any interruption of 
war work. 


| . LECTRICITY in California is a direct 
product of climate, because it is 
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Gas Service in California 


—_ has more than 1,800,000 homes using gas for cook- 
ing, hot water, and heating, nearly one-quarter of the gas cus- 
tomers in the United States. More than 95 per cent are served by five 
major companies, which carry on advertising campaigns for customers. 
Through these large companies, with their advertising, it was possible 
to ‘condition’ the domestic consumer in advance, explaining what he 
might be called upon to do for a few days if the weather got very cold...” 





hydroelectric, with a small percentage 
of stand-by generating plant “juice” 
for emergencies. 

Rainfall governs production over 
something like a cycle of wet and dry 
years, storing or depleting the water 
in the mountains, and in the lowland 
soil. Underground California may be 
regarded as a group of vast wells, stor- 
ing rainfall. Under the Indians, these 
wells were full except when lowered by 
years of drought, for the Indians did 
not draw upon them. With settlement, 
and agriculture, and pumping, the wells 
were lowered to levels where, in dry 
years, the water reserve becomes some- 
thing to measure, and worry about. 
Good rainfall years bring up the levels 
and make Californians talk about 
“liquid sunshine.” 

Also, there has been, for years, a race 


between consumption of electricity and 
increased production brought in by new 
hydroelectric projects, like Boulder 
dam and the Central Valley project 
now under construction. At one time, 
consumption would be encroaching on 
production, then a great addition to 
production by a new project would set 
engineers figuring on possible markets 
for a surplus, and then new markets 
would develop—and so on, into the 
future. 

In 1933, the engineers did some fig- 
uring on probable consumption for the 
next dozen years, starting with 8,400,- 
000,000 kilowatt hours that year. With 
Boulder dam to look forward to, they 
estimated that 1941 would see 13,532,- 
000,000 kilowatt hours consumed— 
and actual consumption that year was 


just a little under—13,388,000,000. 
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The Central Valley project was then 
a remote possibility, not figured in 
against their estimate of 15,944,000,- 
000 kilowatt hours for 1945. 


B™ Central Valley is now on the 
way. The first two 75,000-kilo- 
watt generating units at Shasta dam 
are expected to be started by next 
March, possibly relieving a situation 
that could grow tense in the meantime. 
After performing its main functions of 
flood control and irrigation, the proj- 
ect is calculated to produce 1,500,000,- 
000 kilowatts, but war has made it 
necessary to postpone the installation 
of more generators. Also, electrical 
systems from Oregon to the Mexican 
line have been linked up for exchange 
of current. 

The war picture, electrically, re- 
quired provision for generating plant 
capacity to safeguard a possible dry 
period while we were fighting things 
out on global fronts, and as early as 
1940 the railroad commission began 
“defense’’ studies. In the light of the 
water situation then, the supply was 
found to be ample, and California has 
suffered no dry years since then. Even 
with new war industries bringing un- 
foreseen markets for electricity, in elec- 
troindustrial processes that promise to 
be permanent, there is no likelihood of 
curtailment becoming necessary, either 
for domestic or industrial users. Cali- 
fornia has high rates of electrification, 
with uses for farm power, and domestic 
cooking and heating. The Central Val- 
ley project will extend electrical service 
to many rural areas, along with water 
for irrigating lands that had become 
unprofitable to farm, by reason of 
pumping costs for water that have 
dropped to low levels—the project will 
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bring in water for irrigation and the 
restoration of old levels, and along 
with it will bring “juice.” 


F inna utility greatly affected by 
war is telephone service. 

From 1939 to 1941, exchange calls 
increased 15 per cent, from 2,825,000,- 
000 to 3,260,000,000, and toll calls in- 
creased 29.6 per cent, from 115,000,- 
000 to 149,000,000. 

War caught the telephone companies 
in the midst of work like conversion 
to dial equipment, extensions of lines, 
and so on, and these expansions were 
accompanied by rate revisions by the 
commission. Construction of new lines 
and exchanges had to be curtailed to 
war needs, though war plants had to be 
served, and the telephone companies 
were placed under the same restrictions 
drawn up for gas, electrical, and other 
utilities. 

After an investigation in 1940, the 
commission ruled that service could be 
extended to new customers without 
priority only if no new line extension 
was necessary; that approved exten- 
sions must be made with the least possi- 
ble use of critical materials; that the 
commission’s approval would be neces- 
sary for extensions outside a utility 
company’s existing service area; and 
that even with approval, no extensions 
could be made to a new area prior to 
building thereon. 

Which means that, if you want a 
telephone in your home, and there is a 
pair available in the cables up your 
street, you can get it—but with no non- 
sense about extensions inside your 
house. If you can build a new house, 
you may have gas for cooking, but not 
heating. And so on, modified by the 
war demands of new housing projects 
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near factories and shipyards, and serv- 
ice to the many military camps. 


~— the regulation angle, a compli- 
cated picture. But even in normal 
times, the picture is complex. For be- 
sides gas, electricity, telephone, tele- 
graph, street transportation, and rail- 
roads inside the state, this commission 
has some degree of control over ex- 
press companies, sleeping car compa- 
nies, water companies, warehousemen, 
wharfingers, water carriers, motor 
stages, motor trucks, carloading com- 
panies, and toll bridges—altogether, 
1,414 companies, making regular re- 
ports, upon which the commission 
bases decisions. 

From one viewpoint, the commission 
might look like a regimenting author- 
ity, because it has ruled, in one year, 
that new utility financing aggregating 
more than $20,000,000 shall not be ap- 
proved ; that freight rates on asparagus 
to San Francisco shall be increased, and 
those on hay to Los Angeles reduced ; 
that certain coastal carriers shall lose 
operating rights. 

But, in the same period, more than 
$242,000,000 of new utility financing 
was approved, the changes in produce 
rates gave San Francisco more aspara- 
gus, Los Angeles more hay, and the 
water carriers had mostly abandoned 
their coastal traffic anyway. 


With manifold opportunities for 
getting in the citizens’ hair, the com- 
mission has established a high degree 
of public confidence in its methods 
and its decisions. 

For one thing, it has long been ac- 
cessible to anybody who wanted to com- 
plain, whether it be a utility company 
that finds its rate schedules burden- 
some, or a citizen who wants to kick 
about his gas bill or street car fare. 


0 prs citizen’s complaint is consid- 
ered separately, as “informal,” 
and the commission has seen in them, 
not an irritation, but an opportunity. 
Staff members in the San Francisco 
and Los Angeles offices are specially as- 
signed to listen to informal complaints, 
and reach some adjustment satisfactory 
to John Q. Citizen and the utility com- 
pany involved. Nowadays, of course, 
informal complaints go far beyond the 
amount of a bill—there are questions 
of getting service at all, and war rules 
enforced by utilities that must be ex- 
plained and backed. In a normal year, 
the commission will receive more than 
1,200 informal complaints, and close 
about an equal number, some of them 
carrying over. 

Californians have learned that, if 
they have utility troubles, there is an 
authority to listen and do something. 
That makes for public confidence 


e 


like conversion to dial equipment, extensions of lines, and 


q “War caught the telephone companies in the midst of work 


so on, and these expansions were accompanied by rate re- 


visions by the commission. Construction of new lines and 
exchanges had to be curtailed to war needs, though war 
plants had to be served, and the telephone companies were 
placed under the same restrictions drawn up for gas, elec- 
trical, and other utilities.” 
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among utility customers. And more 
quietly, on a bigger scale, it makes for 
confidence among utility people—who 
have more and better troubles to be 
settled. 

Next in inspiring confidence is the 
commission’s search for data upon 
which to base regulation. 

Some of its research is continuous, 
as with utility rates. Fourteen major 
utilities are required to submit detailed 
monthly operation reports, on lines 
specified by the commission, and these 
data, broken down into monthly state- 
ments, show trends in revenues, ex- 
penses, taxes, and so on. The data justi- 


fy rates increase as well as decreases, 

Special studies are made of valua- 
tion, capital structure, construction and 
material costs, wages, depreciation, in- 
ventories by engineers and statisticians 
on the staff, and frequently the com- 
mission retains outside experts for spe- 
cial reports. Since war loomed, these 
fact-finding activities have been inter- 
meshed with many Washington war 
agencies, which need more and more 
information. 

If this be bureaucracy, and we are 
to have more of it, not less, maybe it is 
the kind of bureaucracy we should 
have. 





Oil and “Gas” by Same Pipe Line 


ccorDING to Henry E. Dralle, Westinghouse Electric & 
Manufacturing Company engineer, the new pipe line un- 


der construction from Texas to New York can deliver oil, 
gasoline, kerosene, and five other grades of refined petroleum 
products on a schedule and drop them off where they are 
needed—just like a railroad. 

He said the reason the fluids won't get mixed up is “tur- 
bulent flow.” This means that at certain speeds the liquids 
whirl within the pipe so that the division between two differ- 
ent products is almost perpendicular. Thus intermixture is 
virtually eliminated. 

What will turn the trick on the new pipe line will be eight 
electric motors so powerful that they could “hold in check 25 
freight locomotives pulling against them at full throttle,” 
Dralle said. 
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Wire and Wireless 
Communication 


HE Cox committee of the House of 

Representatives is continuing its 
preliminary investigation into the affairs 
of the Federal Communications Com- 
mission. The committee’s counsel, 
Eugene L. Garey of New York city, has 
subpoenaed the confidential records of 
the commission, including stenographers’ 
minutes. It was understood that protest 
over the seizure of such records was 
made by Chairman Fly without avail. 
Approximately fifty persons had been 
interviewed by May 12th and it was ex- 
pected that the committee would get 
around to public hearings some time in 
June. 

On the other side of Capitol Hill hear- 
ings on the White-Wheeler bill, sched- 
uled to begin on May 8th before a Senate 
subcommittee of the Interstate Com- 
merce Committee, were postponed until 
May 25th because of the pressure of 
committee business. The White-Wheeler 
bill would reorganize the FCC into two 
branches, one for radio and one for car- 
tiers, and reduce the chairman to the 
status of an executive officer. A similar 
bill is pending before the House Inter- 
state and Foreign Commerce Committee. 

The House Appropriations Committee 
was expected to follow the recommenda- 
tions of the subcommittee, headed by 
Representative Kerr, and refuse the 
authorization of any further Federal 
funds to be used for paying salaries of 
Dr. William E. Dodd, Jr., and Dr. Good- 
man B, Watson, who were found unfit to 
continue as FCC employees. 
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The House committee was reported to 
be indignant over the action of the FCC 
in adopting by a 4-to-3 vote a report 
warmly praising Doctors Dodd and Wat- 
son in the face of a finding by the Kerr 
group that they were guilty of subver- 
sive tendencies. 


” ages J. Durr, Federal Communi- 

cations Commissioner, said recently 
that he was prepared to tell a congres- 
sional committee about his personal 
financial affairs, without being subpoe- 
naed. Garey, counsel of the select House 
committee to investigate the FCC, said 
he was prepared to subpoena Durr, and 
also to subpoena the information. If 
Durr is called, he said, it would be to a 
closed hearing for the present. 

Durr had rejected a questionnaire 
from Garey by saying that while he had 
nothing to conceal the information de- 
manded was personal. Durr also asked 
the speaker of the House to disqualify 
Representative Cox because of charges 


against him. 


* * *K * 


Fen United States Supreme Court 
on May 3rd upheld a National La- 
bor Relations Board order directing the 
Southern Bell Telephone & Telegraph 
Company to disestablish what was 
termed a union of company employees in 


nine southern states. Justice Reed de- 
livered the 8-to-0 decision, affecting the 
Southern Association of Bell Telephone 
Employees with members in North Caro- 
lina, South Carolina, Florida, Georgia, 
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Alabama, Mississippi, Louisiana, Ten- 
nessee, and Kentucky. Justice Roberts 
did not participate. 

The board contended that the labor 
organization “was a revision of an ad- 
mittedly company-dominated union 
which was never disestablished.” 

Siding with the Southern Bell Com- 
pany, the union said it had been chosen 
by at least 85 per cent of the eligible em- 
ployees as the bargaining representative 
of the 20,000 or more workmen. 

Charges that the company dominated 
the association were filed with the board 
by the International Brotherhood of 
Electrical Workers, affiliated with the 
American Federation of Labor, follow- 
ing a campaign to organize the company’s 
employees at Shreveport, Louisiana. 

The fifth Federal Circuit Court, in re- 
fusing to enforce the board’s order, said 
it had found no other case “where the 
record is so completely lacking in any 
evidence of antiunion activities.” 


* * *K * 


HE United Telephone Organiza- 

tions, an independent union of em- 
ployees of the New York Telephone 
Company, issued a statement recently at- 
tacking the decision of the War Labor 
Board reducing a referee’s award of a 
general increase of $3.60 a week under 
the Little Steel formula to $2 a week as 
“unfair and arbitrary” and as a class- 
conscious action in the interest of stock- 
holders. 

The statement, signed by Charles H. 
Parsons, president, said that abrogat- 
ing the referee’s decision to make the in- 
crease retroactive to June 1, 1942, and 
ordering that it be retroactive to Sep- 
tember 6, 1942, the date the dispute was 
certified to the board, cost 10,000 plant 
department employees in the metropoli- 
tan area $600,000 in retroactive pay. The 
board’s decision means a loss of $800,- 
000 in annual pay for the group, he said. 

The referee’s decision was entirely 
within the Little Steel formula and the 
board gave no reason for its action, Mr. 
Parsons said, pointing out that the labor 
members had dissented, holding the ref- 
eree should be upheld. 


S Bios May issue of Fortune magazine 
contained a critical review of the 
Federal Communications Commission 
under the chairmanship of James Lay. 
rence Fly as a “Case Study of Bureau. 
cracy in Action.” The Fortune article re- 
viewed the half decade of legal battles 
between the FCC and the broadcasting 
companies and recited the history of Fed- 
eral commissions in general since 185] 
when the California Land Commission 
was established. The article stated: 


War has necessarily brought government 
regulation to a peak, and the end of the war 
will probably see a strong reaction against 
it from people sick to death of directives, 
questionnaires, and rationing. 

Already Congress is up in arms against the 
bureaucrats. After a period of postwar re- 
adjustment, war-time controls will almost 
certainly be relaxed. But the long-range 
prospect, especially if people demand that 
their government guarantee them cradle-to- 
grave security, is for more rather than less 
peace-time government regulation. The great 
issue, then, is: Where and how draw the line 
between regulation and tyranny? 

At the outset, it should be stated that 
much of the furor over the newer govern- 
ment agencies in recent years has undoublt- 
edly resulted from simple dislike of the laws 
they were set up to administer... 

But, with full allowance for such tactics, 
there have been grounds for honest alarm 
about the agencies. The principal one is that 
by their very nature they violate one of the 
fundamentals of the American system of 
government: separation’ of powers. Though 
they have been called a “fourth branch” of 
the government, the administrative agencies 
technically belong to the executive branch, 
which has the duty of administering all laws. 
Yet they act in a legislative capacity when 
they issue regulations that have the force of 
law. And they act in a judicial capacity, 
often as prosecutor-judge-jury combined, 
when they apply those regulations. 


ae referring to the difficul- 
ties of the FCC, the Fortune article 
continued : 


A favorite charge against the bureau- 
crats is that they too often act without giv- 
ing the people who will be affected by their 
rules and decisions a chance to hear what 
they are charged with and to state their side 
of the case. This charge was made against 
FPC in the monopoly case... . 

Actually, the preliminary proceedings be- 
fore the rules were issued covered a 3-year 
period, At the instigation of Congress, the 
commission adopted an order for an investt- 
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WIRE AND WIRELESS COMMUNICATION 


gation of the subject in March, 1938. After 
notice to all interested parties, three commis- 
sioners sat for six months listening to every- 
thing the broadcasters wanted to say... . 

A second major administrative issue raised 
by the FCC network regulations is that of 
vagueness in the acts of Congress by which 
agencies are created and given their authori- 
ty. Certainly “public interest” and “special 
regulations applicable to radio stations en- 
gaged in chain broadcasting” could hardly 
be broader. Yet everybody, including Con- 
gressmen, realized that Congress cannot pos- 
sibly write laws that would cover all the mil- 
lion and one problems with which the admin- 
istrative agencies deal. Broadcasters have 
pleaded, however, that Congress can at least 
define the FCC’s powers more clearly, set- 
ting the limits of those powers, saying as 
precisely as possible what Congress means 
by “public interest.” 

Chairman Fly has said that if the Supreme 
Court upholds FCC in its network regula- 
tions, he will be entirely satisfied with the 
Communications Act as it is. But if the court 
turns him down, he intends to ask Congress 
for specific monopoly legislation. This would 
seem to bear out the common contention that 
as long as they can get away with what they 
attempt, administrators generally like to 
have their enabling acts as vague as possible, 
in order to give them the broadest possible 
power and discretion. 

A third great administrative issue that the 
network case illustrates is the confusion that 
surrounds the vastly important fields of ju- 
dicial review of agency rules and decisions. 
As has been seen, even men so learned in 
the law as the judges of the U. S. District 
Court in New York could not agree on 
whether the network regulations were subject 
to their review at that stage. And when the 
Supreme Court decided that the regulations 
were so subject, the decision was reached 
by a vote of 5 to 3. 


The Fortune article concluded with a 
review of the so-called Walter-Logan 
bill, which would curb bureaucratic pow- 
er grabbing. 

oe’ * 


iy his speech before the war conference 
of the National Association of 
Broadcasters in Chicago, April 28th, 
Chairman Fly of the FCC reiterated his 
own stand on the necessity for continu- 
ing private ownership in the communica- 
tions industry during war as in peace. 
Chairman Fly said: 

Before war actually came, there were 


those—and as the record clearly shows I was 
never one of their number—who believed 


that our communications structure could not 
survive in private ownership during a war, 
and who thought it inevitable that now, as 
during the first World War, telephone, tele- 
graph, and perhaps radio broadcasting would 
have to be “taken over.” Since my first ap- 
pointment to the commission, I have firmly 
opposed that philosophy, and time, I think, 
has shown that it was a wholly mistaken 
notion. Experience has shown what I, along 
with all other responsible government ad- 
ministrators, have always believed, that pri- 
vate broadcasting, in war as in peace, is a 
main bulwark of American democracy. 


Fly, addressing a luncheon meeting, 
asserted that American broadcasts from 
abroad are keeping the American public 
better informed than any other nation on 
the globe. 

Prime sufferers during war time, said 
Fly, have been the smaller stations. While 
the broadcasting industry as a whole had 
its best year in 1942, he said, 168 of the 
900 American stations, mostly low pow- 
ered, lost money. Fly said that he was op- 
posed to the proposals of paid govern- 
ment advertising on such stations. He 
asserted that “they would be trading their 
freedom for a mess of pottage—a pretty 
small mess of pottage, too.” He also said 
that Reconstruction Finance Corporation 
loans would merely be “shots in the arm” 
and would probably prove the swiftest 
method of getting the government into 
broadcasting operation—something not 
to be desired. 

Fly commended the networks for add- 
ing more of the smaller stations to their 
chains and suggested that if national ad- 
vertisers would channel a very little of 
their advertising to the smaller stations 
which, he said, in many instances served 
important segments of the public, they 
could be kept from closing down. 


yRON Price, director of censorship, 
warned the broadcasters to be on 
guard for “wisecracking announcers ... 
who try to see how near they can come 
to a dangerous disclosure and still have a 
technical alibi if caught.” 

Price also pointed out the potential 
peril in foreign language broadcasts, par- 
ticularly those from stations near the 
borders that reach overseas. With his ap- 
proval a committee was set up to serve 
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as sectional supervisors of enforcement 
of the code of war-time practices by for- 
eign language broadcasters. Abuses, if 
not corrected, are to be reported to the 
censor, who has power to remove foreign 
language programs from the air. 

“You are getting along all right,” said 
Price, “but don’t be too smug about it. 
Radio and the press could make no great- 
er mistake than to suppose that voluntary 
censorship has become a definite and final 
success and that the worst is over. The 
worst will never be over until the war is 
over.” 

Dr. James Rowland Angell, public 
service counselor of the National Broad- 
casting Company, urged that more radio 
time be devoted to programs aimed at 
small but highly important groups. 
“There should be time for programs con- 
ceived on a truly high level of intelli- 
gence, art, wit, and humor,” he sug- 
gested. 

William S. Paley, president of the 
Columbia network, indicated that radio 
stations had become too resigned in let- 
ting sponsors shape programming. 

Radio is proving one of the most po- 
tent weapons of the war, Frank B. Mc- 
Intosh, director of the radio and radar 
division of the War Production Board, 
declared at the war conference of the 
broadcasters. “It would be impossible 
to win the war without radar,” said Mc- 
Intosh. 

Radar is the radio detection device, 
said McIntosh, which was the No. 1 
factor in winning the battle of Britain. 


* * *K * 


EORGE Henry Payne, Federal Com- 

munications Commissioner, an- 
nounced on May 13th that a merger 
agreement had been signed by the Postal 
Telegraph, Inc., and the Western Union 
Telegraph Company, looking to a merger 
under authority contained in an act of 
Congress approved March 6, 1943. 

On March 9, 1943, the commission 
named a merger committee of three mem- 
bers, consisting of Commissioners 
George Henry Payne, chairman, Clifford 
J. Durr, and Ray C. Wakefield, to deal 
generally with the problems arising in 


connection with any proposed merger of 
the domestic telegraph carriers, 

A number of informal conferences 
leading up to the signing of the agree- 
ment were held by the committee and the 
staff with the representatives of Postal 
and Western Union, the American Com- 
munication Association (CIO), the Com- 
mercial Telegraphers’ Union (AFL), 
and others whose interest such a merger 
may affect. 

Before a merger can be effected, the 
telegraph carriers must submit an appli- 
cation to the commission and thereupon 
the commission shall order a public hear- 
ing to be held with respect to such appli- 
cation. 

Although the plans for the distribution 
of the international telegraph traffic 
among the several international telegraph 
carriers have been discussed at several 
conferences, this subject is still under 
consideration by the committee and the 
companies affected. 

ee eR 


T HE Iowa Commerce Commission re- 
cently held that REA co-ops and 
other operators of rural transmission 
lines built according to approved specifi- 
cations are not liable for damages as the 
result of noise interference with the oper- 
ation of telephone systems. The Wright 
& Franklin County Telephone Company 
of Dows, Iowa, had asked that the Frank- 
lin Rural Electric Cooperative of Hamp- 
ton, lowa, be required to bear $565 ex- 
pense to help modernize the telephone 
system to overcome the interference. 
Only the width of a highway separates 
the lines of the two systems. 

“It was the contention of the telephone 
company that because its lines were first 
built, the codperative is required to pay 
the cost of material for changing the 
ground return telephone circuits into met- 
talic circuits to prevent electrical inter- 
ference,” the ruling said. 

Although the Iowa Supreme Court 
never had ruled on the subject, the opin- 
ion continued, courts of other states unt- 
formly have held that transmission line 
operators are not liable for part or all of 
the correction expense. 
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By OWEN ELY 


Utilities Cut Personnel, Hold 
Expenses Down 


ASED on preliminary estimates by 
the Electrical World, the revenue 
dollar of the electric light and power 
companies was allocated as follows in 

1941-42: 
1942 1941 


Wages and salaries 6 14.9 
Maintenance and miscellaneous 
14.5 


Depreciation 4 TZ 
Fuel : 9.0 
Taxes Lk 205 
Fixed charges 8 11.6 
Balance for preferred and com- 

mon stocks 14.1 18.3 


100.0 100.0 


According to these estimates, the in- 
creased cost of materials and higher 
salaries were largely offset by a reduction 
in personnel. This is borne out by the 
recent report of New York Edison, 
which indicated that few new employees 
had been hired to replace the 5,483 who 
left the system in 1942. Most of these 
were on leave in the armed services and 
in war plant jobs. Working schedules 
have been rearranged, bureaus and de- 
partments consolidated, etc. 

Regarding depreciation charges, the 
upward trend of recent years appears to 
be slowing down as many companies are 
teaching the levels usually required by 
bond indentures, SEC policies, etc. The 
disparity between the amounts charged 
in reports to stockholders, and in reports 
to the Treasury Department for tax pur- 
poses, has narrowed in recent years, but 
this difference was probably about the 
same in 1942 as in 1941. Further read- 
justments seem likely to await the end of 


the war or drastic orders by the SEC. 
The moderate increase in fuel costs 
was probably due in large part to the in- 
creased use of hydro power in 1942, re- 
ducing consumption of coal and oil. 


‘ao increase in fixed charges is 
rather surprising, as a moderate 
amount of refunding operations was con- 
summated in 1942, but the increased pro- 
portion of the revenue dollar absorbed by 
fixed charges probably reflected the cost 
of new money. 

The balance remaining for preferred 
and common stocks in 1942 was 14.1 
cents out of the revenue dollar compared 
with 18.3 cents in the previous year, a 
decrease of 23 per cent. Since the amount 
paid in preferred dividends probably 
amounted to about 4 cents out of the dol- 
lar, this means that the proportion for 
common stockholders was about 10.1 
cents compared with 14.3 cents in the 
previous year, a cut of nearly 30 per cent. 
Of course this blow was softened by the 
increase in revenues, but it is evident 
that common stockholders had to bear the 
full brunt of increased Federal taxes. 
Consumers did not bear much of the 
burden, since the administration does not 
want the cost of living to go up. The 
stockholder is the “forgotten man” of 
the present political régime. 


¥ 


Utilities Produce 62 Per Cent 
More Power on 2 Per Cent 
Increase in Capitalization 

HE ability of the utilities to increase 


their output of electricity enormous- 
ly, meeting all the demands of our gigan- 
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tic war machine as well as the normal 
needs of other consumers, has con- 
founded the pessimistic forecasts of the 
FPC and the Brookings Institution. The 
debatable reasoning on which those fore- 
casts were based was analysed and re- 
futed in reviews which have appeared 
from time to time in this department. 

The private utilities possessed enor- 
mous untapped reserves, which are only 
now coming into full usage. That the in- 
dustry takes pride in its achievement is 
naturally warranted. A recent advertise- 
ment sponsored by a group of 108 elec- 
tric companies called attention to the fact 
that power shortages have hampered 
German factories while America, con- 
suming five times more electric power 
than in the last war, has had no shortage. 

The recent moves at Washington for 
a nation-wide “brownout” for savings in 
residential and commercial power con- 
sumption are due solely to a desire to 
conserve coal and oil, not to fear of any 
power shortage. (See page 701.) 

The utilities’ record is the more re- 
markable considering that they have been 
“starved” of new capital in recent years. 
Even in the depression year 1932, $165,- 
000,000 worth of new capital issues were 
sold to the public, but in the years 1936- 
42 the annual amount of new capital is- 
sues averaged only about $80,000,000 a 
year, according to Electrical World data. 


Nn 1942 total electric output was 188,- 
000,000,000 kilowatt hours, compared 
with 116,000,000,000 in 1938, an increase 
of 62 per cent. The exact amount of util- 
ity capital in 1938 is not available, but 
on the basis of 1937 figures it is estimated 
at about $13,400,000,000. The amounts 
of securities issued for new capital in the 
ensuing four years were as follows: 


$16,219,000 
000 


97,065,000 
92,466,000 


$298,126,000 


This total is approximately 2.2 per cent 
of the 1938 fixed capital of the private 
utility companies. Of course some addi- 
tional capital was invested out of depre- 
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ciation reserves and surplus net income; 
exact figures are not available. The Fed- 
eral government also spent a good deal 
of money on hydro projects, but this ap- 
parently does not affect the results very 
much, since output from steam (for the 
period considered) increased much faster 
than that obtained from hydro—75 per 
cent compared with 41 per cent. 

During the first half of 1943 utility 
output is showing a further gain of 15-20 
per cent—though there has been virtually 
no activity in the selling of new capital 
issues. 


¥ 


Future Court Tests of 
“Fair Value” 


OR many decades utility rates have 

been based on “fair value” as the rate 
base. Fair value was based on old com- 
mon law practice and the famous Smyth 
v. Ames decision. The Supreme Court 
in that case indicated that value should 
be based on broad consideration of a 
variety of facts—not reduced to a me- 
chanical formula. 

In recent years this concept has been 
threatened by the New Deal desire to 
apply mathematical standards to the utili- 
ties. The Federal Power Commission has 
devised a new procedure for property 
records, which sets up original cost of 
the plant “when first devoted to public 
service’—nicknamed “aboriginal cost” to 
distinguish it from cost of acquisition. 
If the purchase cost is above aboriginal 
cost, the excess is placed in Account 
100.5. Remaining excess of book cost 
(“write-ups”) is placed in Account 107. 
The commission favors eliminating Ac- 
count 107 through charge-offs to sur- 
plus, and apparently also favors eventual 
elimination of 100.5 by charge-offs or by 
gradual amortization against earnings. 
The SEC has also applied this policy so 
far as practicable, particularly with refer- 
ence to Account 107. 

Substitution of aboriginal cost for 
book cost may have two adverse effects 
on security holders: 

(1) It may interfere with dividend 
payments (as in the recent case of Buf- 
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falo, Niagara & Eastern and Niagara 
Hudson Power preferred stocks) be- 
cause of delays in making necessary bal- 
ance sheet adjustments. 

(2) The state commissions and courts 
may adopt aboriginal cost less deprecia- 
tion as the rate base, involving rate cuts. 
A decision in a test case is anticipated 
in the near future. The FPC and the 
Utah commission are reported interested 
in establishing such a rate base for Utah 
Power & Light. The case may be carried 
to the courts. 

However, in the recent Hope Natural 
Gas decision, the circuit court strongly 
defended “fair value,” and the appeal of 
this case may furnish a clear-cut test of 
Supreme Court sentiment. In the past, 
while the high court has ruled on several 
valuation cases and has indicated a trend 


to the left, it has never fully abandoned 
“fair value.” The Hope Case will prob- 
ably reach the Supreme Court before the 
Utah Case. If the court passes on both, 
this may give us the final answer as to 
whether “fair value” can remain as the 
cornerstone of utility finance and earn- 


ing power. 
¥ 


Operating Company Stocks 
Selling at Twelve Times 
Earnings 
i @ HE accompanying table lists twenty- 

nine common stocks of electric-gas 
operating companies held by the public 
(in order of size). The list does not in- 
clude companies serving gas only and it 
may omit a few of the smallest electric 


e 


COMMON STOCKS OF ELECTRIC OPERATING COMPANIES HELD BY 
THE PUBLIC (IN ORDER OF SIZE) 


Assets Recent 
(Mill.) ‘Price 


Consolidated Edison 1,404 
Commonwealth Edison ... 875 
Pacific G. & E. 842 
Philadelphia Elec. .....:. 459 
Southern Cal. Edison ..... 410 
Detroit Edison 374 
Duke Power 245 
Boston Edison 197 
Cons. Gas:of Balt. ...:..«. 191 
Cleveland Electric 182 
Public Service of Ind. .... 

Conn. Lt. & Power 

Indianapolis P. & L. ..... 

New Orleans Pub. Service 
Hotiston 1. Ges B.—. oo 006s 

San Diego G. & E. ....... 

Benit: WisGee bene cers Sto sere 

United Illuminating 

Central Hudson G. & E. .. 
Hartford Blec: . ic.od<s.'< 

Iowa Public Service 

Rockland L. & P. ........ 

WOMIDa “BNGGe weoiea cea oc 

Tyna’ Geren ee se. oe 

Sierra Pacific Power .... 

Lowell 121) Daa See ee ae ee 
Missouri Pub. Service .... 
Holyoke Water Power .. 
Newport Elec. ........... 


Total and Average ... 6057 


— 


S—New York Stock Exchange. B—Boston Stock Exchange. C—Curb. O—Over-counter. 
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companies with nominal markets. Sev- 
eral of the companies listed are controlled 
by holding companies but have minority 
stock in the hands of the public. 

The twenty-nine companies have about 
$6,000,000,000 in assets and constitute 
about one-third of the combined electric 
and gas utility industry in the United 
States. The average stock in the list is 
selling at twelve times latest earnings 
(1942 in most cases) and yields 6.8 per 
cent. Regarding price-earnings ratios, 
size of company or location of trading 
has little to do with the popularity of a 
stock among investors, as reflected in the 
ratio. The ratio of the balance of income 
for common stock as compared to gross 
revenues—negative leverage—is more of 
a determining factor. 


> 


American Gas & Electric 


(Sixth in a series of descriptions of 
holding companies.) 


MERICAN Gas & Electric, $605,000,- 
000 holding company, is technical- 
ly a part of the Electric Bond and Share 
system but is independently managed and 
operated. System operations cover six 
states, subsidiaries in the order of size 
being as follows: 
Approx. 
Revenues 
(Millions) 
Ohio Power 33 
Appalachian Electric Power .... 30 
Indiana & Michigan Electric .... 
Atlantic City Electric 
Scranton Electric 
Indiana General Service 
Wheeling Electric 


Parent company capitalization is con- 
servative in relation to system earnings. 
The debenture bonds bear coupon rates 
of 23, 34, and 3% and sell at substantial 
premiums. The $4.75 preferred stock is 
currently around 107, yielding 4.45 per 
cent. Over-all charges were earned 1.87 
times in the twelve months ending Febru- 
ary 28, 1943, and over-all charges and 
preferred dividends 1.65 times. The com- 
mon stock is currently around 27, the 
record in recent years having been as 
follows : 
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Earned Dividends 
Per Share Paid 


$2.21 $1.70 
2.72 2 
2.99 2.00 
2.50 
2.23 
2.57 
2.18 
1.88 
1.66 


Approx, 
Range 
21-13 
31-20 
40-26 
41-30 
39-19 
49-21 
47-34 


Year 


1942 
1941 
1940 
1939 
1938 
1937 
1936 
1935 
1934 
1933 
1932 
1931 
1930 
1929 


Ss 
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HE latest earnings statement, for the 

twelve months ended March 3lst, 
made a poor showing—share earnings of 
$2.07 compare with $2.64 in the pre- 
vious period, but the downward trend of 
earnings was exaggerated by the differ- 
ent methods of accruing taxes in two 
periods. If Federal taxes in the recent 
period had been the same as in the pre- 
vious year, earnings for the common 
stock would have increased from $2.07 to 
$3.90—a gain of nearly one-half over 
the previous period. Regarding the out- 
look for 1943, labor costs have been quite 
well adjusted; though fuel costs might 
gain, excess profits taxes will absorb 81 
per cent of any increase. The company 
expects to maintain earnings above the 
$2 level and to continue payment of 
the $1.60 dividend in 1943. 

The company has been engaged in 
litigation over the question as to whether 
it is a subsidiary of Electric Bond and 
Share, and the decision of the United 
States Circuit Court of Appeals for the 
District of Columbia, holding that it is 
a subsidiary, is being appealed. 

Regarding system integration, the com- 
pany’s plan filed in 1938 provided for a 
central system operating in the states of 
Indiana, Ohio, West Virginia, and Vir- 
ginia and portions of adjoining states, 
together with two additional systems. 
SEC hearings were held in 1940, but to 
date there have been no further hearings 
and no SEC findings or orders have been 
issued. Judging from the commission's 
interpretation of § 11 as applying to other 
systems, it appears likely that American 
Gas & Electric may eventually be ordered 
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to divest itself of outlying properties, 
such as Scranton and Atlantic City. The 
system has no special problems with re- 
spect to capital simplification, “subor- 
dination,” write-offs, etc. 


¥ 


Congress Didn’t Intend “Death 
Sentence”? 


LECTRIC Power & Light, in its brief 

filed in the circuit court of ap- 
peals in Boston against the SEC dissolu- 
tion order, made the interesting point 
that Congress did not intend to authorize 
the famous “death sentence.” The orig- 
inal holding company bill authorized 
the “dissolution” of holding companies 


but the Senate and House disagreed on 
the bill and the conference committee 
eliminated the word “dissolution.” For- 
mer SEC Chairman William O. Douglas 
(now a Supreme Court justice) is said 
to have referred to the “misnamed death 
sentence” clause. 

The brief points out that the public has 
an interest in over half a billion dollars 
of securities of the Electric Power & 
Light system, and that the rights of these 
public holders have been disregarded be- 
cause of the commission’s desire to end 
the control by Electric Bond and Share. 

The SEC is also criticized for refusing 
to accept valuation testimony, though the 
dissolution order is based on conclusions 
and assumptions as to values. 


ELECTRIC OPERATING REVENUES, REVENUE DEDUCTIONS, 
AND NET REVENUES—UNITED STATES 
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Western Hemisphere 

British Empire 

Continental Europe (neutral) 

Continental Europe (German-controlled) 
Far East (Japanese-controlled) 


Totals 


International Telephone & 
Telegraph 


NTERNATIONAL Telephone’s recent re- 

port for 1942 showed consolidated 
net income of $2,142,545 contrasted with 
a net loss of $193,218 in the previous 
year, the improvement being mainly due 
to improved exchange conditions in 
Brazil and Chile. The report disclosed 
the above particulars regarding the 
location of its total investments and ad- 
vances. 


¥ 
Middle West Sells Property 


IDDLE West Corporation has made 
further progress with its integra- 
tion program by selling its interest in 
Kansas Electric Power Company to 
Kansas Power & Light Company in the 
North American Company system. The 
deal is subject to SEC approval. In 
terms of balance sheet value, Kentucky 
Electric Power comprises about 3 per 
cent of the Middle West system. 


¥ 


Earnings of Class A and B 
Utilities 

Be Woe Federal Power Commission is 

now compiling regular monthly 
earnings figures, and their chart issued 
May 5th (showing February results) is 
shown on page 699. The following per- 
centage changes for the month of Feb- 
ruary and for the twelve months ended 
February present a more complete pic- 
ture than the charts, which reflect the re- 
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Telephone & Cable & 


Manu- 
Radio- facturing 
telegraph & Misc. 
9% - 


Radio- 
telephone 


47% 


20 ay 3 
Bee 10 
2 


‘1 


68% 9% 100% 


23% 


sults only for net electric operating reve- 
nues (not net income): 


Increase Over 
Previous Period 


welve 
Month of — Months 
February Ended Feb. 
Revenues 
Expenses 
Depreciation 
Taxes 
Operating income 
(electric) 
Operating income 
(other) 
Gross income 
(including misc.) 1 
Fixed charges, etc. D3: 
Net income a 


D—Decrease. 


The monthly figures for net income 
are particularly valuable and the new 
publication fills a long-felt want. How- 
ever, as the twelve months’ results are 
apparently based on the sum of the 
monthly figures, they may require cor- 
rection for year-end adjustments, etc. 


¥ 


UGI Plan Effective June 11th 


NITED Gas Improvement’s partial 
U liquidation plan was approved by 
stockholders April 19th, only 1.5 per 
cent of voting shares being opposed. 
About $255,000,000 investments will be 
distributed under the plan (including the 
greater portion of the company’s hold- 
ings in Philadelphia Electric and Public 
Service Corporation of New Jersey), the 
remaining $70,000,000 being retained 
for the present. The UGI plan is ex 
pected to be declared effective by June 
11th. 
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What Others Think 


Summer Will Bring the Brownout 


| ey for a nation-wide brownout 
this summer to eliminate obviously 
nonessential, and perhaps wasteful, 
electric lighting have been in the making 
for a year. The place: Office of War 
Utilities (OWU) and Office of Civilian 
Requirements (OCR) of the War Pro- 
duction Board. The reason: the recog- 
nized need for consistency in eliminating 
waste in the whole utility field. 

Telephone companies have voluntarily 
conducted advertising campaigns de- 
signed to curb unnecessary use of tele- 
phones. The purpose of this campaign 
was twofold: First, the telephone com- 
panies, principally the Bell system, real- 
ied the scarcity of critical materials, 
particularly copper and steel, and recog- 
nized that unless they undertook to cur- 
tail their own expansion the government 
would be forced by circumstances to 
clamp down on the industry; second, 
telephone companies recognized that 
overexpansion to meet abnormal de- 
mands now might leave them with line 
extensions, switchboard equipment, and 
other facilities which would have no use 
after the war. 

Natural and manufactured gas com- 
panies have been rigidly restricted in 
their expansion activities by Limitation 
Order L-31. The gas companies have 
been codperating to the fullest extent to 
put the provisions of L-31 into effect. 
This is because (1) heavy demands by 
government plants for gas have made it 
necessary to restrict use for other pur- 
poses because the present available sup- 
ply is limited ; (2) natural gas companies 
could not increase the flow of gas from 
the fields to the centers of demand with- 
out increasing line capacity. This is not 
only costly, but requires a tremendous 
amount of steel for pipe lines. The steel 
Just wasn’t available. 


Manufactured gas companies could 
not increase their supplies without build- 
ing new plants or adding to their old 
plants. This also required steel which 
was not available. 

Water utilities were allowed to make 
only emergency extensions to furnish 
water for essential housing projects, and 
to furnish supplies for vital war indus- 
tries. New projects have not been ap- 
proved unless they were absolutely nec- 
essary. The use of steel has been cut to 
the minimum consistent with health, 
safety, and demands of the war effort. 


HIs is the picture confronting the 

Office of War Utilities after a year 
or more of effort to bring the utilities to 
the highest standard of efficiency in the 
war effort at the least cost in materials. 
But the picture contained nothing on the 
surface to indicate that nonessential con- 
sumption of electric lighting had been 
curtailed. Rather, much publicity has 
been given to the expansion programs 
for 1943, 1944, and even 1945—which 
would include quite sizable increases in 
generating capacity through steam and 
hydroelectric plant construction. It has 
been made evident there is no power 
shortage. There has been some curtail- 
ment, some restriction on extensions to 
conserve vital controlled materials; but, 
in the main, the power industry has been 
pictured as one of the few in the nation 
which is adequately equipped with sup- 
plies of energy to meet present and 
future demands. 

The OWU looked at this picture. So 
did the Solid Fuels Administration for 
War and Petroleum Adminstration for 
War. So did the Office of Defense 
Transportation. So did the Federal 
Power Commission. So did Lend- 
Lease. So did the Army and Navy. So 
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did the War Manpower Commission. So 
did various other agencies desperately 
in need of controlled materials. 
Foreign agents, seeking through 
Lend-Lease equipment and facilities for 
producing needed electric energy, noticed 
big, brilliantly lighted billboards; they 
saw store windows sparkling with a 
flood of electricity; they saw outside 
signs advertising business houses which 
could be seen for blocks. They were 
humble in their suggestion that maybe 
such waste of electric energy shouldn’t 
be condoned in war time. They called 
attention to the fact that they were hav- 
ing difficulty obtaining equipment and 
facilities for expanding their power sup- 
plies at home to relieve actual shortages. 
The Army and the Navy, needing vast 
quantities of critical materials, wonder- 
ed about programs for expanding gen- 
erating capacity in the future in the face 
of what appeared to be quite obvious 
waste of present supply. They multiplied 
the wasted energy they were able to ob- 
serve in a few communities by all the 
communities in the country, and the 
waste reached an astounding figure. 


HE Solid Fuels Administration for 

War has been up against a critical 
problem. It is one of man power in the 
coal mines, on the railroads; it is one of 
equipment on the railroads. ODT is in 
charge of the medium through which 
coal distribution is made—principally 
the railroads. The problem of supplying 
steam utility plants with fuel is a con- 
tinuing one, contrary to rumors that 
many utilities have huge stockpiles of 
coal on hand. 

The facts are—very few utilities have 
sufficient supplies to last them more than 
four months; the average stockpile for 
the whole industry is ninety-nine days. 
One hundred utilities have less than a 
thirty days’ supply. Rail equipment is 
breaking down under the tremendous 
strain. If railroads couldn’t get steel 
with which to repair coal cars, engines, 
and other equipment and replace rails, 
which in normal times would be in the 
scrap heap, the question arose whether 
it was sound economy in war to require 
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railroads and other transportation facili- 
ties to depreciate their equipment to the 
last ditch to supply coal to generating 
plants producing energy put to wasteful 
use. 

OWU was confronted with these quite 
obvious inconsistencies. On the one 
hand, the public and government officials 
were given to understand that there was 
plenty of electric power. On the other 
hand, a portion of any breakdown which 
might result to the transportation system 
through overloading conceivably might 
be charged to the hauling of coal used 
to make possible this ample power sup- 
ply, part of which was going into non- 
essential uses. Every claimant agency 
exerted its influence upon OWU to 
eliminate this wasteful demand and put 
to full beneficial use the power presently 
available. 

As a typical example, and using the 
ratings only by way of illustration, as- 
sume that the power division of OWU 
should go before the requirements com- 
mittee and the claimant agencies and ask 
for an AA-1 priority for a generating 
plant. The claimant agencies and the re- 
quirements committee would have in 
mind all the things that have been said 
about the apparent waste of power. On 
the face of such information, it would be 
rather difficult to justify the granting of 
such a priority, even though considerable 
pressure might be exerted to obtain it. 
In other words, OWU recognized that, 
as time went on, in order to get the best 
possible priorities for the development 
of electric energy, it was absolutely 
essential that it stand on solid ground 
and that it could show the waste of 
energy was being held to a minimum 
and that the need for further develop- 
ment was based upon war demands. 


ROWNOUT regulations will be form- 
| eet after OWU has conferred in 
detail with other agencies interested in 
the conservation of power for the pur- 
pose of eliminating demands upon con- 


trolled materials and fuel. Those 
agencies include, principally, the Federal 
Power Commission, the War and Navy 
departments, Petroleum Administration 
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for War, Solid Fuels Administration for 
War, Office of Defense Transportation, 
and War Manpower Commission. After 
the original draft has been prepared, the 
power industry advisory committee will 
be called upon for comment and sug- 
gestions. It is expected that the order 
will be issued some time in June or July, 
and that it will be made effective after 
the various branches of the industry and 
consumers have been made thoroughly 
conversant with its provisions. 

The brownout plan will be based, in 
general, upon two major premises: (1) 
elimination of lighting where such elimi- 
nation can be enforced reasonably and 
without too much effort, and (2) elimina- 
tion of lighting which will not unneces- 
sarily and unreasonably inconvenience 
the public. Street lighting will not be in- 


“YEAH, THE TELEPHONE COMPANY WANTS TO BORROW IT 
BACK FOR ACTIVE SERVICE—DURING THE SHORTAGE” 


cluded in the order. Street lighting is 


essential for safety purposes. 


UMMARIZING, here is a general out- 
line of the preliminary plan and some 
of its ramifications: 


1. It will be a “brownout” or conservation 
order as distinguished from a “dimout” or 
military defense order (to thwart sub sink- 
ings and air raids). 

2. Emphasis will be placed upon economy 
of consumption to save fuel, transportation, 
and vital controlled materials. It is recog- 
nized that there is no “power shortage,” as 
such, but fuel, transportation, and controlled 
materials should not be consumed to pro- 
duce unreasonable amounts of nonessen- 
tial electric energy. The OWU and the 
power industry are proud of a record of 
having met the full load of civilian and war 
requirements, so far as capacity is con- 
cerned. 

3. It will probably be nation-wide—not 
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applied by areas. OWU admits that in some 
sections—for instance where natural gas 
fuel or hydro is plentiful—economies of a 
brownout order might not be justified for 
a particular electric utility. But most of 
the larger companies are so tied in to widely 
scattered “pools” that an attempt to apply 
the brownout by areas would probably be 
impracticable, aside from giving rise to 
charges of regional discrimination. 

4. The brownout restrictions will be on 
an item-by-item basis—not a percentage cut 
or other general consumption curtailment. 
Thus, it will probably prohibit illuminated 
billboards, display lighting in windows and 
otherwise, and cut down on theater mar- 
quees, business signs, etc. Unnecessary in- 
terior, as well as exterior, lighting will be 
affected. 

5. The brownout order will affect only 
lighting. In the first instance at least, pos- 
sible economies in nonlighting power con- 
sumption will be placed on a voluntary 
basis. Later on, if the fuel situation con- 
tinues to tighten up next winter, restric- 
tions on less essential nonlighting use (such 
as building elevators, air conditioning, etc.) 
may be forthcoming. 

6. The brownout will probably not affect 
residential use. The small savings that 
could be accomplished by limitation on 
residential lighting are not viewed as likely 
to be worth the difficulties of enforcement 
and the risk of public annoyance. Volun- 
tary campaigns, however, will probably be 
used to keep residential lighting within 
necessary bounds. 


Ege restrictions will reflect sub- 
stantially upon the revenue of 
power companies. Undoubtedly they 
will go along with the program as a 
further contribution to the war effort, 
Business promotion activities should be 
brought into line. The spirit as well as 
the letter of fuel and materials conserva- 
tion should be carried out. Already the 
industry has agreed with OWU to in- 
sert in regular electric utility advertising 
a warning to customers not to waste 
electricity just because it is not yet ra- 
tioned. 

This agreement was reached at a meet- 
ing of representatives of the industry 
with J. A. Krug, director, and other 
officials of the Office of War Utilities 
in Washington, D. C., on May 7th. Prior 
to the meeting, Mr. Krug had advised 
the industry by letter: 

“We believe that it is distinctly inap- 
propriate during these times, when all 
resources should be devoted to the prose- 
cution of the war, for any industry re- 
quiring large amounts of critical ma- 
terials and using substantial amounts of 
fuel to be engaged in promotional activi- 
ties for increased use of its service.” 


—C. A. E. 





The Power Industry Stands on Its 
Production Record 


pee owned power systems are 
supplying nearly seven-eighths of the 
energy sold in the United States and will 
continue to provide capacity wherever 
it is needed. This statement was made 
by Kinsey M. Robinson, president of the 
Washington Water Power Company, 
Spokane, Washington, at a recent special 
session of the U. S. Chamber of Com- 
merce war council and annual meeting 
in New York. 

Mr. Robinson denounced the apparent 
attempt of public power “bureaucrats” 
to “socialize completely the business-en- 
gaged utility industry” through repeated 
predictions that power shortages were 
imminent—indicating that private utili- 
ties were not capable of coping with the 


situation. He added in part as follows: 


In looking over the record I found twelve 
occasions in the last eight years when some 
official of the Federal Power Commission 
issued a public warning about a pending 
power shortage. During the last three years 
they have been predicting shortages and 
curtailment of service to civilians at fre- 
quent intervals. The predicted shortages 
have run from 1,500,000 kilowatts to several 
times that amount. Their predicted peak 
load for 1942, made in July, 1941, proved 
to be high by more than 6,500,000 kilowatts. 

Had these predictions been given serious 
consideration by those directing the wart 
effort many millions of dollars would have 
been spent for unnecessary power plants and 
duplicating power lines. Copper, steel, and 
other critical metals would have been 
wasted, and man power would have been 
less available than today. 
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Such continued erroneous predictions can 
only be the product of gross bureaucratic 
incompetence, or a definite desire to socialize 
completely the business-managed utility in- 
dustry, since most of the additional power 
capacity recommended for construction was 
at government-owned plants. 

How is it that the electric power industry, 
which for the past fifteen years has been 
accused of almost every unethical practice 
known and has been threatened with de- 
struction by every means at the public power 
politician’s command, is today almost the 
only industry in the country which provides 
every demand for service, supplies it in- 
stantaneously, and with no increase in price? 

How many in private business have 
thought of the electric industry as one that 
was on its way out? How many of them 
have felt that nationalization of this in- 
dustry was inevitable and possibly justified, 
but that its nationalization would have no 
effect on their own industry? Many did not 
realize until recently that the electric power 
industry is both a manufacturing and a 
service industry—processing natural re- 
sources just like many of you—and appar- 
ently the only reason they picked on us first 
was because the bright, starry-eyed boys 
thought we were the easiest to socialize. 
After the electric industry was nationalized, 
the turns for other businesses would come 
in quick order. They have a’special yen for 
all industries which process natural re- 
sources. 

After the natural resource industries were 
in the bag, their plans for all industry are 
clear—to operate a regimented totalitarian 
economy from Washington. 


rk. Robinson noted, however, that 
while the war appeared to be suffi- 
cient excuse for taking over the power in- 
dustry, the fact is that other industries 
are feeling “the grim hand of govern- 
ment control as severely, if not more so, 
than the power industry has felt for 
many years.” He said some other in- 
dustries, to all intents and purposes, have 
been taken over for the duration and the 
pro|.'em is how to regain control of these 
incustries when the war is over. 

M:. Robinson said recent information 
indicated the government now has 
$15,000,000,000 invested in productive 
industrial plant facilities. This sum al- 
most equals the total investment in all 
the business-managed electric companies 
of America, he observed. Adding that 
it is reported when government plants 
now authorized or under construction 


are completed, the government’s invest- 
ment in industrial facilities will be 
$26,000,000,000, he termed this a tre- 
mendous factor if their postwar opera- 
tion is to be a tax-free, subsidized gov- 
ernmental agency. 

Mr. Robinson said that, with the ex- 
ception of some properties in the TVA 
section and one system in Puerto Rico, 
the power industry is still in control of 
its own plants. This is because, he add- 


_ed, the industry was ready when Hitler 


overran France in 1940 and more than 
ready when the Japs struck at Pearl Har- 
bor. This came through planned de- 
velopment of the industry over a 30- 
year period, beginning some time before 
the start of World War I. 

Publicity of public power projects, 
Mr. Robinson concluded, would lead one 
to think that publicly owned power is 
the mainspring of the war effort ; but the 
facts belie this assumption. 


THER significant observations were 

made by speakers at various sessions 
held during the annual meeting of the 
chamber. Among them were the follow- 
ing: 

Eric A. Johnston, president of the 
Chamber of Commerce of the United 
States, told the members the success of 
industry’s effort to outproduce the Axis 
had removed all reason to apologize for 
competitive capitalism as the American 
economic way of life. He added: 


In the critical months since Pearl Harbor 
our American system of economy has met 
the supreme test and passed it with flying 
colors. Everyone speaks of the miracle of 
American war production. Not everyone 
remembers that it is a miracle made possible 
by individual initiative, using the mechan- 
isms and the driving force generated by 
capitalism. 

And let me make one thing clear. When 
I speak of capitalism I have in mind not 
only the financiers and the owners and man- 
agers of business, but farmers and foremen 
and ordinary workers. Each of them has 
contributed his full share to that miracle of 
war production. Each of them has his par- 
ticular stake in the survival, fortification, 
and the improvement of the system which 
achieved the miracle. 


Mr. Johnston, who has been a fre- 
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quent critic of bureaucracy, said that 
capitalism’s success in the war produc- 
tion effort has impressed even its de- 
tractors. 

Senator Walter F. George, chairman 
of the Senate Finance Committee and 
chairman of a special committee set up 
by the Senate as a fact-finding body and 
clearing house on all postwar problems 
and plans: 

That the private enterprise system has 
sometimes failed or else has proven itself 
to be inadequate cannot be denied in view 
of our experience of one short decade past. 
That system is definitely on the spot again 
or will be when the war ends. If fairly 
constant employment cannot be provided, the 
American people will turn to government, 
even though the mistakes, inadequacies, or 
policies of government are, ironically, re- 
sponsible for the failure. It is this turn 
which must be forestalled. By and large, 
the American people do not wish to see their 
government turned general employer. In 
this thought we are united. Again, we be- 
lieve the vast majority of the American 
people are willing to rely upon our free 
enterprise system as the surest means of 
preserving essential human values and free- 
doms with which we are blessed. If we are 
to succeed, public policies must be adopted 
and followed which will make possible not 
only the operation of the free enterprise sys- 
tem but its constant expansion. 


Senator George said 55,000,000 per- 
sons must be gainfully employed in the 
postwar period and the gross national 
production at current prices will have to 
be raised to the new annual level of 
$155,000,000,000. He said government 
responsibility in the economic field will 
increase rather than decline in the post- 
war period, and asserted that the private 
enterprise system is not at an end, but, 
above all, human values must be pre- 
served. 


RED R. Fairchild, professor of 

political economy, Yale University: 
Free enterprise “cannot afford the cost 
of policing and feeding the postwar 
world.” Postwar planning is used “to 
gain acceptance of certain notions which 
would otherwise be subject to debate. 
For instance, we are told it will be an 
entirely different world; that there must 
be a tremendously increased measure of 


government control. The burden of 
proof is on those who propose such 
change.” 

Matthew Woll, vice president of the 
American Federation of Labor: 

. .. the corporation tax policy of the gov- 
ernment is being used for the destruction 
or conversion of our system into some ideal- 
istic state. It is jeopardizing the opportunity 
of labor of obtaining employment under 
private enterprise. . . . this is virtually the 
only organization of labor here or else- 
where that has not adopted the theories of 
Karl Marx—whether they are adopted in 
Socialism, Communism, or Fascism. 


Robert J. Watt, of the American 
Federation of Labor: Industry’s work- 
ers are also industry’s customers, and 
“you cannot run a business without cus- 
tomers and you cannot have enough cus- 
tomers to live on unless wage earners 
have dependable and adequate incomes,” 


air i Millard E. Tydings of Mary- 
land proposed “the complete with- 
drawal of government from private 
business” with the “complete and 
speedy restoration of our system of 
private enterprise as we have known it 
in this great nation.” 

William Green, president of American 
Federation of Labor: 


As the representative of 6,000,000 Ameri- 
can workers, I hereby give you my solemn 
pledge that labor will go more than half- 
way toward a meeting of minds and unity 
of action. We are ready to work with you 
and serve with you and sacrifice with you, 
come what may, for democracy’s inevitable 
victory and for the ultimate triumph of 
free enterprise. 


Owen D. Young, chairman of the 
board of General Electric Company: 


In bringing about a balance between 
agriculture and industrial labor, I should 
hope that government interference may be 
kept at a minimum. Government means 
politics and interference by government 
carries always the seeds of coercion. 


The chamber adopted a resolution call- 
ing for disposition of the government's 
gigantic war production machine to “tax- 
paying ownership on reasonable terms” 


as soon as possible after the war. 
—C. A. E. 
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“IT NEVER KNEW YOU TO BE INTERESTED BEFORE IN 
WAITING AROUND FOR THE GAS METER READER” 


The New York Commission Reports 


ourcEs of electric power for war in- 

dustries in New York state and what 
has been done to expand the capacity of 
existing plants are described in the an- 
nual report of the state public service 
commission recently submitted to Gov- 
ernor Thomas E. Dewey and the legisla- 
ture by Chairman Milo R. Maltbie. The 
report deals extensively with the integra- 
tion of electric, gas, communication, and 
transport facilities in the state into na- 
tional defense needs. 

With regard to the power situation, the 
report discloses that so far as the metro- 
politan district of New York is con- 
cerned, no power shortage is imminent 
in the near future. A comprehensive sur- 
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vey concluded by commission engineers 
in 1942 showed that utility plants in the 
New York city area had an estimated 
surplus generating capacity ranging from 
300,000 to 700,000 kilowatts that could 
be made available to other areas, given 
adequate transmission lines. 

With respect to the upstate power 
situation, particularly in the Buffalo- 
Niagara Falls territory, the report re- 
veals a picture quite in contrast to that 
existing in the New York city area. In 
the vital Buffalo war industry zone, no 
appreciable surplus capacity over and 
above the 1942 regional demands was 
found to exist. 

The whole situation is set forth in a 
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comprehensive discussion by George 
E. Goldthwaite, consulting engineer, and 
Randolph H. Nexsen, the commission’s 
chief power engineer. The engineers’ re- 
port containing specific recommendations 
was adopted by the commission early in 
February of last year and the commis- 
sion points out that since then practically 
all of the recommendations have been 
put into effect with resulting economies 
in the use of critical war materials, la- 
bor, and saving of time. 

The engineers’ report estimated that 
the generating capacities at the time the 
survey was made in the latter part of 
1941 would be about sufficient to take 
care of the 1942 demands, excluding the 
government aluminum plant at Mas- 
sena. It was pointed out that the supply to 
Massena would be dependent largely on 
increased transmission facilities from 
New York city and that this could best be 
accomplished by reinforcement of exist- 
ing privately owned facilities rather than 
the construction of a government trans- 
mission line. The engineers emphasized 
that for the purpose of aluminum produc- 
tion more consideration should be given 
to erecting a plant in or near New York 
city where surplus electric generating ca- 
pacity is available, thereby avoiding the 
expenditure of labor and critical ma- 
terials, and the commission declares: 


The decision to erect an aluminum plant 
in the Queens area is in general line with 
opinions expressed in the commission’s pow- 
er survey. It was there pointed out that it 
would be a wasteful process to attempt the 
delivery of power to distant points upstate 
in excess of existing transmission capacity 
and that the reasonable use of available 
surplus power in the metropolitan area calls 
for location of new power-consuming in- 
dustries in or near New York city. 

The aluminum plant to be operated by 
a government agency is expected to be 
put in operation in 1943 and will absorb 
a major portion of the surplus power 
available in the New York city area. 


HE report also covers a survey rela- 

tive to the capacity of utilities to 
supply gas to war industries and for do- 
mestic and commercial use in the central 
and western part of the state. Fourteen 
important gas utilities have been investi- 
gated. 

The results disclosed that the mar- 
gin of safety in the supply is very close 
and the commission has urged consum- 
ers to conserve gas as much as possible. 

A section of the commission’s report 
recounts what has been done to relieve 
the critical bus situation especially in 
providing service for workers in war in- 
dustries and measures taken to bolster 
other carrier and transport facilities in 
the state’s war activities. 





Skimping through on the 
Home Appliance Front 


Ww" an eye on the possible loss of 
more than $41,000,000 this year 
alone, unless they take definite steps to 
do something about it, electric utility 
companies throughout the nation are con- 
ducting intensive advertising campaigns 
and giving free training courses to pre- 
vent, as much as possible, old age from 
overtaking electrical appliances. 

Harry T. Rohs, in The Wall Street 
Journal, gives an interesting account of 
the problem facing the utilities and 
the housewife. Normally, the mortality 
rate of appliances is 10 per cent annu- 
ally. This means the $41,000,000 loss 
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in revenue to the utilities. It also means 
tremendous loss to the homes of the na- 
tion accustomed to comforts derived 
from the use of such appliances. War 
production demands have almost elim- 
inated the possibility of replacing these 
appliances. Mr. Rohs’ article pointed out: 


In the campaign against frayed electric 
cords, worn switches, and the other ills to 
which appliances are heir, the utilities are 
educating housewives on how best to avoid 
breakdowns; and, when they do occur, 
householders can make the minor repairs 
needed to keep many appliances from the 
scrap heap. 

Some 400,000 electric refrigerators, 500,- 
000 vacuum cleaners, 900,000 toasters, 500,000 
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washing machines, 4,000 oil burners, 35,000 
jroners, and 65,000 electric ranges normally 
would go out of operation this year. This 
is based on the “life expectancy” of these 
appliances as estimated by the Edison Elec- 
tric Institute. Actuarial calculations based 
on methods employed by insurance com~ 
panies in compiling human life statistics in- 
dicate that the average life of all electric 
appliances is ten years. ; 
Refrigerators, ranges, water heaters, oil 
burners, vacuum cleaners, and ironers have 
an estimated life of fifteen years. A toaster, 
however, is ready for the scrap heap in six, 
an electric iron should last eight, and a 
washing machine should last ten years. 


tte author explains that at the end 
of 1942 there were more than 158,- 
000,000 household electric appliances in 
service in the nation’s homes. The total 
included refrigerators, ranges, water 
heaters, radios and phonographs, electric 
irons, oil burners, roasters, vacuum 
cleaners, washing machines, space heat- 
ers, percolators, electric clocks, toasters, 
and ironers. They consumed about two- 
thirds of the electricity used by residen- 
tial customers and provided about that 
proportion of the revenues obtained by 
the utilities from domestic electric serv- 
ice. The rest of the current used by 
householders was for lighting and minor 
miscellaneous appliances. Continuing, 
Mr. Rohs explained: 


When new appliances are available, the 10 


per cent annual mortality in appliances is 
offset by replacements, but because it won't 
be possible to replace them for the duration, 
some revenue loss is certain to develop for 
the utility companies. A 10 per cent drop in 
the number of appliances this year would 
mean a loss in annual revenue of about $1.50 
per residential customer, or a total of $41,- 
250,000 for the 27,500,000 domestic custom- 
ers on the lines at the end of 1942. This 
would be equal to nearly 5 per cent of the 
$960,000,000 revenue obtained from residen- 
tial customers last year. 


Having spent millions in promoting the 
use of appliances, the electric companies 
are now ready to spend large sums to ex- 
tend the life of those appliances by teach- 
ing their proper care and maintenance. 
They are encouraging repair by advertis- 
ing catch phrases appealing for conser- 
vation of old equipment. In addition, 
many have undertaken programs to in- 
sure an adequate supply of appliance re- 
pair people and are sponsoring schools 
for the instruction of consumers in ap- 
pliance maintenance and repair. Through 
them, housewives are becoming adept at 
making minor repairs. 

One obstacle stands in the way of this 
program: It is the growing shortage of 
repair parts. But, in the meantime, the 
electric utilities are preparing to main- 
tain in service all the existing equip- 
ment as long as possible. 

—C. A. E. 





Notes on Recent Publications 


ADMINISTRATION OF FEDERAL Power PROjECTS. 
By C. Herman Pritchett. The Journal of 
Land & Public Utility Economics. Novem- 
ber, 1942. 


THE “Deep Rock” Doctrine: A REALISTIC 
APPROACH TO PARENT-SUBSIDIARY LAw. By 
Myron N. Krotinger. 42 Columbia Law Re- 
view 1124, September, 1942. 


How to Conpuct CONFERENCES. By Alfred M. 
Cooper. The McGraw-Hill Book Company, 
New York, N. Y. Price $1.75. 191 pp. 1942. 

Here, from experience in leading thou- 
sands of conferences, are the principles and 
techniques of this important tool of success- 
ful leadership—the explicit directions for 
arousing thought, drawing out suggestions 
and ideas, leading groups to make best use 
of their experience in constructive action. 


Business conferences, industrial training 
conferences, selling conferences, religious 
education conferences, committee and gov- 
ernmental conferences are covered separate- 
ly and in detail. By following the directions 
outlined, the reader can prepare a plan for 
any type of conference, build up a group of 
thought-provoking discussion questions, and 
direct the discussion to a useful conclusion. 


MUNICIPALITIES AND THE LAw IN ACTION. 
Cities and the War. By Charles S. Rhyne, 
Editor, National Institute of Municipal Law 
Officers, 730 Jackson Place, Washington, 
D. C. 1943. Pp. 611. Price, $7.50. 

This volume is sixth in a series of yearly 
compilations of the legal experience of cities 
which have been prepared and published by 
city attorneys. Public utility matters are in- 
cluded. 
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HE annual meeting of the Edison Electric 

Institute will be held at the Waldorf- 
Astoria hotel, New York city, on June 3rd. 
Shortened to conform to war-time conditions, 
the meeting will be preceded by an all-day 
executive conference under the auspices of 
the operating committee at the Waldorf-As- 
toria on June 2nd. 

Speakers at the open meeting on June 3rd 
will include President Kellogg, who will de- 
liver the annual presidential address; W. C. 
Mullendore, Southern California Edison Com- 
pany, whose subject will be “Some War-time 
Revelations”; H. M. Sawyer, American Gas 
& Electric Company, who will talk on “Help- 
ing Small Industry As Future Customers” ; 
and H. V. Erben, General Electric Company, 
will discuss the possibilities present in the 
standardization of heavy electrical apparatus. 


EEI Planning Group Named 


ucH C. Thuerk, president of the Brad- 
H ford Electric ‘Company, has been ap- 
pointed chairman of a new postwar planning 
committee of the Edison Electric Institute, it 
was announced recently by C. W. Kellogg, 
president of the institute. 

The other members of the committee are 
Ralph E. Moody, vice president, Union Electric 
Company of Missouri; W. C. Mullendore, vice 
president, Southern California Edison Com- 
pany; J. W. Parker, vice president, Detroit 
Edison Company; and George E. Whitwell, 
vice president, Philadelphia Electric Company. 
Other members will be added as the work 
proceeds, it was announced. 

The committee has been formed to consider 
the broad questions of planning affecting the 
electric power and light industry, to codrdi- 
nate the work of other planning groups in the 
institute, and to serve as a liaison group in the 
postwar planning activities of other organiza- 
tions. 

Mr. Thuerk will make an initial report of 
the committee’s activities and plans at the an- 
nual meeting of the institute to be held in 
New York on June 3rd. 


Power Conservation Campaign 


CAMPAIGN for voluntary conservation of 
electric power by consumers will be 
opened by the utility industry as a preliminary 
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step to a nation-wide “brownout” order by 
the War Production Board sometime this sum- 
mer, it was announced recently. 

The conservation program is to save coal and 
fuel oil. There is adequate supply of power 
for all war and civilian needs. 

WPB Power Division officials, in confer- 
ence May 6th with a dozen representatives of 
the electric utility industry, went over plans 
for the voluntary power savings campaign, The 
nation-wide “brownout” which officials plan 
for later in the summer was discussed, but 
consideration of a specific program was de- 
ferred for a future meeting. 

The “brownout” program is being considered 
jointly by the WPB, the Office of Defense 
Transportation, and Solid Fuels Administra- 
tion. When these three war agencies have 
agreed on the program, it will be taken up with 
the industry. 

Under the voluntary conservation program, 
electric consumers wiil be urged through ad- 
vertising by the utility industry to save power. 
Bold black-bordered boxes will appear in ads 
and will caution consumers something like this: 
“Waste in war is a crime. Don’t waste elec- 
tricity.” 


Reports to U. S. Costly 


eo a million technical man hours were 
spent by 58 major utilities in six states 
during the first eight months of 1942 compiling 
special reports for governmental regulatory 
bodies, the Mid-West Utilities Commissioners 
Committee has found, A. B. Hill, chairman 
of the Arkansas utilities commission, an- 
nounced recently. 

The report, prepared by engineers of Mid- 
West utility commissions, would be turned over 
to the National Association of Railroad and 
Utilities Commissioners. The man-power sur- 
vey included utility companies in Oklahoma, 
Kansas, Missouri, Arkansas, Louisiana, and 
part of Texas. 

The Arkansas Power & Light Company 
was reported to have spent $188,892 and Ar- 
kansas Louisiana Gas Company $352,934 in 
making FPC original cost study reports. The 
report said all the utilities consumed 731,766 
man hours and spent $5,033,712 in making rou- 
tine original cost study reports for the Federal 
Power Commission. An additional 112,039 
man hours were required to compile other 
FPC reports. 

Reports for state and municipal regulatory 
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bodies required 25,722 man hours; for the 
War Production Board, 10,516; for the Se- 
curities and Exchange Commission, 19,493; 
for the War Department, 1,132; and for other 
Federal agencies, 7,353. 


Plan Regarding TVA Funds 
Dropped 


HE McKellar proposal to require the 

Tennessee Valley Authority to deposit 
with the Treasury all funds collected from 
the sale of power will not be included in the 
appropriation bill under consideration by the 
Senate Appropriations Committee, Senator 
Bankhead, of Alabama, a member of the com- 
mittee, said early this month. 

Bankhead said David E. Lilienthal, TVA 
director, testified in executive session before 
the committee on May 4th and that McKellar 
did not press his amendment or even mention 
it. Bankhead said this meant that the amend- 
ment would be dropped at least for the time 
being, and would not affect this year’s appro- 
priation for TVA. 

The proposed amendment of the Tennessee 
Senator had aroused a bitter controversy in 
the Tennessee valley. Senators Bankhead and 
Hill have opposed it, yet Bankhead said he 
had received thousands of communications 
urging him to fight it even harder. 

The amendment would have required TVA 
to deposit all its earnings with the Treasury, 
abolish its revolving fund, and appeal to Con- 
gress in the usual manner for all the funds it 
might need. 

The Senate on May 6th passed, by a voice 
vote, the War Department civil functions ap- 
propriations bill without any allotment for 
construction of the Florida barge canal. The 
bill carries $500,000 for a new hydroelectric 
power plant at the Bonneville dam. 


Power Contracts Signed 


ONTRACTS to serve two additional REA co- 

Operatives in the Inland Empire with Co- 
lumbia river power have been signed, it was 
announced on May Ist by the Upper Colum- 
bia district office of the Bonneville Power 
Administration. 

The Northern Idaho Rural Electrification 
Rehabilitation Association, Inc., serving cus- 
tomers in Bonner and Boundary counties in 
northern Idaho, and the Pend Oreille Electric 
Coédperative serving in Pend Oreille and 

pokane counties in Washington were sched- 
uled to receive power under the new contracts 
commencing May Ist. 

_Although the codperatives are located some 
distance from the Bonneville Administration’s 
transmission lines, the benefits of low-cost Co- 
lumbia river power will reach them by means 
of transfer agreements with two local power 
companies through interconnection points al- 
ready established. Over 100,000 kilowatt 
hours per month from the Bonneville system 
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will be routed over the Washington Water 
Power Company’s lines to the Mountain States 
Power Company and from there into the sys- 
tems of the codperatives where the power will 
be distributed over 580 miles of line to more 
than 1,350 consumers, 

Wholesale power costs to the codperatives 
would be substantially reduced under the rate 
schedules covered by the contracts, it was said. 

The contracts will remain in force for twen- 
ty years, subject to the transfer agreements. 


Gas Rate Reduction Asked 


HE Federal Power Commission on May 

3rd ordered the Interstate Natural Gas 
Company to file on or before May 15th new 
rate schedules which would reflect, on the 
basis of 1941 sales, a reduction of $1,100,345 
in rates for natural gas transported and sold 
under Federal regulation to Mississippi River 
Fuel Corporation, Southern Natural Gas Com- 
pany, United Gas Pipe Line Company, and 
certain distribution companies in Mississippi 
and Louisiana. 

The largest part of the reduction was or- 
dered for United Gas Pipe Line Company, 
which totaled $643,451, of which $148,188 was 
for the account of the Memphis Natural Gas 
Company, and $495,263 for the New Orleans 
area. Other distribution of the reduction in- 
cluded $301,329 for the Mississippi River Fuel 
Corporation, $146,803 to the Southern Nat- 
ural Gas Company, and $8,762 to distributing 
companies in Mississippi and Louisiana, out- 
side of New Orleans. 


TVA Subject to Filing Fees 


B pe Elmer D. Davies recently ruled in 
United States District Court at Nashville 
that the Tennessee Valley Authority is subject 
to the regulations governing the payment of 
regular filing fees in civil lawsuit actions taken 


in Federal courts, as is provided by the 
statutes. 

The TVA had questioned the rights of 
clerks of United States District courts to re- 
quire it to pay regular filing fees of $15 in 
filing answers and in removal cases. 

The court at Nashville held in the brief 
opinion and judgment report that the TVA 
was not required to post the $250 filing bonds 
in such cases, but must be required to deposit 
the filing fee in instituting civil actions, or in 
removing cases to Federal courts. 


New Bedrock Report 


HE Office of Civilian Requirements of the 

War Production Board is compiling a new 
analysis of civilian requirements. Emphasis 
will be on what the civilians really need in- 
stead of what they can get along without, and 
on whether reductions in civilian goods and 
services will make any direct and important 
contribution to the war effort. 
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Arizona 


Utility Purchase Rejected 


AFFORD voters, who defeated a proposal a 

year ago for municipal purchase of the 
Arizona General Utilities Company, rejected 
the plan again this month. The vote was 231 
against the purchase and 196 in favor of it. 
In the election May 8, 1942, the proposal lost 
by 35 votes. 

Purchase of the company, which provides 
electricity for the community, would have 
cost the city $455,000. The funds would have 
been provided from a $465,000 bond issue. 


Commission Attacks ODT 


HE state corporation commission recently 
charged that some of the personnel of the 
regional Office of Defense Transportation, San 
Francisco, are “imbued with the idea that bu- 


reaucracy even in their little domain should 
reign” and are “assuming to set aside and nul- 
lify the laws of this state.” 

The charge was contained in an order de- 
nying a rehearing on a previous order to the 
Tucson Rapid Transit Company to resume bus 
service on certain suburban streets. In its mo- 
tion for a rehearing the company asserted it 
had instructions from the ODT, division of 
local transport, San Francisco, not to resume 
service. 

“We fail to find anything which endows or 
even purports to endow the San Francisco 
unit with the authority it has assumed,” the 
commission said. “There is no reason why this 
commission should abdicate its powers and 
subject its judgment to the whims and ca- 
prices of a minor official of another govern- 
mental body, who, so far as we know, may 
never have set foot in the state of Arizona.” 


Arkansas 


Commissioner Appointed 


Mars Hathcoat, Harrison lawyer and 
member of the University of Arkansas 
Board of Trustees, was appointed to the state 
utilities commission by Governor Adkins last 

month. He succeeded Floyd Sharp of Little 
Rock, who resigned to become state director 
of the War Manpower Commission. 

A native of Boone county, Mr. Hathcoat has 
lived at Harrison all his life. He was gradu- 
ated from the University of Arkansas. After 
serving four years as Boone county circuit 
and chancery clerk, he was narrowly defeated 
for the circuit judgeship in 1934. 


To Buy Water Plant 


HE Arkansas Municipal Water Company 

of Pine Bluff was authorized by the state 
utilities commission last month to sell its 
plant at DeWitt to the city for $72,000. De- 
Witt will finance the transaction by issuing 34 
per cent revenue bonds. 

The plant was one of several Arkansas 
water properties purchased by Arkansas Mu- 
nicipal from the Arkansas Power & Light 
Company. Condemnation proceedings brought 


ed DeWitt were pending at the time of the 
sale. 


FPC Grants Intervention 


Eon Federal Power Commission recently 
granted permission to the National Asso- 
ciation of Railroad and Utilities Commissioners 
to file the brief which it had submitted in the 
FPC’s investigation of electric rates at the 
Lake Catherine aluminum plant. 

The order granting permission was dated 
April 20th. The brief had been made public 
in Little Rock several days before. 

Other briefs were to be filed by the South- 
west power pool, consisting of 10 companies; 
the Arkansas Department of Public Utilities; 
the Federal Works Agency; and Lambert Mc- 
Allister, attorney for the FPC. The deadline 
for filing the briefs is June 8th. 

The question of whether a further hearing 
would be held to hear testimony from the 
Defense Plant Corporation was still open 
early this month. The rates under investiga- 
tion are those charged by the Southwest power 
pool to the Defense Plant Corporation, which 
owns the aluminum plant, though it is oper- 
ated by the Aluminum Company of America. 


California 


Electric Rate Cut Provided 


ve Angeles users of electricity may expect 
to save approximately $2,100,000 annually 
under a new schedule of rates adopted by the 
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water and power commission and scheduled to 
be submitted to the city council for approval 
this month, Mayor Bowron said recently. 
The new rate schedule would include a re- 
duction of $160,000 on street-lighting assess- 
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ments and a saving of $1,950,000 to residence 
and other users. 

The figure for residential electric bills 
would be cut 4.1 per cent under the schedule. 
For general lighting, including offices, it 
would be reduced 8.6 per cent and for gen- 
eral power, including factories, it would be 
trimmed 6.4 per cent. 

A similar scale of reduction was voted by 
the commissioners in 1941 before Pearl Har- 
bor, but was held up by the council. 


Car Plan Discussed 


PERATING executives of San Francisco’s 
O three street car systems met in “helpful 
and cooperative” conference last month with 
Robert Q. Crowe, transport division executive 
for the Office of Defense Transportation, in 
the first of a series of discussions designed to 
unravel local transportation snarls. 

Preliminary discussion centered on the pos- 
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sibilities of a universal transfer, parity of 
fares, and joint use of facilities. 

The key figures for each company informed 
Crowe they would take his suggestions to 
their respective groups, canvass their attitudes, 
and report back, following which another ses- 
sion would be convened. 

In the case of the privately owned lines, 
bondholders and stockholders must be con- 
sulted. 

The public utilities commission would dis- 
cuss the situation as it applies to the municipal 
railway. 

Participating were Samuel Kahn and Leon- 
ard Newton, president and vice president of 
the Market Street lines; Walter Coleman and 

. W. DeMoor, president and superintendent 
of the California cable lines; E. G. Cahill, 
public utilities manager, for the municipal rail- 
way; Crowe, H. G. Butler, and Cloyd Kim- 
ball for the ODT. Butler is consultant and 
Kimball transportation engineer for the ODT. 


Connecticut 


Bills Reported Unfavorably 


7. judiciary committee recently voted to 
report unfavorably a bill, opposed by the 
Hartford Metropolitan District and other mu- 
nicipal utilities, which would place such utilities 
in towns other than that in which they are 
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owned under the supervision of the state pub- 
lic utilities commission as to rates and service. 

Senate Bill 666, permitting the public utili- 
ties commission to grant temporary bus and 
taxicab franchises without hearings, was also 
reported unfavorably by the judiciary commit- 
tee. 


Florida 


Ban on Phone Use Proposed 


EPRESENTATIVE Commander of Holmes 

would like to stop public utilities calling 

up their customers on the telephone and re- 
minding them to pay their bills. 

He introduced in the state house recently 


a bill, the text of which reads as follows: 

“The use by any public utility, its agents, 
and employees of the telephone for the pur- 
pose of or as a medium to collect bills due 
such public utilities, or to threaten the dis- 
continuance of such public utilities unless such 
bills are paid, is hereby prohibited.” 


Illinois 


Traction Utility Turned Down 


v= state commerce commission early 
this month denied the petition for the 
$179,000,000 unification of the elevated and 


surface lines. It sharply condemned the plan 
as not even claiming the proposed company 
could raise funds for capital improvements ex- 
cept through short-term notes. The commis- 
sion’s denial of the scheme was regarded as 
so blunt that it was en? agreed the con- 
solidation plan had been killed. 

In another order issued simultaneously, the 
commission put the 8-cent surface lines fare, 
in effect temporarily since April 20, 1942, on a 


713 


permanent basis. There were, however, sev- 
eral important qualifications. Among them 
were (1) a provision that all the lines’ earn- 
ings over interest on their first mortgage 
bonds should be set aside in a fund to be ex- 
pended only with consent of the commission; 
(2) requirements that free rides be granted 
to women in military service at certain hours 
and that tickets be sold for school children 
over twelve at a rate of 4 cents a ride. 

It was assumed that the special fund was 
to be used only for improvements and new 
equipment, and that the whole amount so 
piled up would be spent as soon as the war is 
over. 
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Mayor Kelly, one of the principal advo- 
cates of unification, which was approved by 


a council ordinance ratified by. referendum, 
called the commission’s action “an outrage,” 


Indiana 


Commission Approves Sale 


HE state public service commission re- 

cently approved sale of the distribution 
system of the Indiana Gas Utilities Company 
in Terre Haute after more than two years of 
litigation in state courts and before the com- 
mission. 

The order approving the sale to the Terre 
Haute Gas Corporation, written April 30th, 
also gives the purchasing company authority 
to sell $720,000 in first mortgage bonds as a 
step in completing the transaction, which in- 
volves a total of $1,250,000. 


Likewise, the commission approved a rate 
schedule which, it was said, will save con- 
sumers in the Terre Haute, West Terre Haute, 
Clinton, and Brazil area approximately $57,- 
000 a year. 

Litigation over the sale arose from a con- 
troversy which followed a former commis- 
sion’s approval of the sale December 31, 1940, 
That order was approved by two members of 
the 3-man commission—Perry McCart, then 
chairman, and Moie Cook—but William A, 
Stuckey, ‘third member, did not sign the or- 
der and later claimed it had been issued with- 
out his knowledge. 


Louisiana 


Power Rate Cuts Pondered 


“HE members of the Abbeville town coun- 
cil and Mayor Emile Dutei recently an- 
nounced that a study would be made of a 
proposed reduced electric rate for the approxi- 
mately 2,000 customers in Abbeville. The new 
rate structure was devised by Councilman J. 
F. Faber and members of his committee. 
It was estimated that the new rates would 
save approximately $800 a month for the cus- 


tomers. Superintendent J. O. Herpin of the 
Abbeville water and light plant was also given 
a copy of the proposed rate schedule. 

Under the new rates for residences the first 
30 kilowatts would sell for 8 cents, the next 
70 at 3 cents, and the balance at 2 cents, with 
a minimum of $1 per month. For commercial 
lighting the first 200 kilowatts would sell for 
8 cents, the next 200 at 6 cents, and the bal- 
ance at 4 cents. The minimum is set at $1 
per month, 


Maryland 


Holds Spring Conference 


HE spring conference of the Maryland 

Utilities Association was held on April 30th 
at the Belvedere hotel, Baltimore. This was 
a combined meeting of the transportation, gas, 
and electric groups of the association and was 
well attended. The meeting was opened with 
remarks by President Lewis Payne, who intro- 
duced C. B. Melton, chairman of the com- 
bined meeting. 

Speakers on the program were T. P. Walk- 
er, president, Council of Electric Operating 
Companies, Washington, D. C.; Captain H. 
Cotton Minchin, British Embassy, Washing- 
ton, D. C.; E. J. Boothby, vice president and 


general manager, Washington Gas Light Com- 
pany, Washington, D. C.; Brigadier General 
William C. Rose, War Manpower Commission, 
Washington, D. C.; William E. Mitchell, vice 
president and general manager, Georgia Power 
Company, Atlanta, Georgia. 

Officers reélected for the 1943-44 term of 
office were: President, Lewis Payne, Eastern 
Shore Public Service Company, Salisbury, 
Maryland; vice president, C. B. Melton, Ha- 
gerstown Gas Company, Hagerstown, Mary- 
land; treasurer, D. C. Turnbull, Jr., Consoli- 
dated Gas Electric Light & Power Company, 
Baltimore, Maryland. 

J. L. Landon, Jr., Eastern Shore Public 
Service Company, was elected secretary. 


Michigan 
Rate Cut Plea Attacked 


) greta of the city of Detroit’s petition 
for a $6,000,000 reduction in Detroit 
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Edison Company rates was asked on May 4th 
in the company’s brief, filed with the state 
public service commission. Declaring that the 
city’s only ground for a rate case was a de- 
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sire to divert excess profits taxes from the 
Federal government, company attorneys as- 
serted that no proof of excessive rates had been 
offered. 

“This rate hearing did not originate be- 
cause anyone thought the company’s rates were 
too high,” the brief said. “No customer com- 
plained. Everyone knows that the respond- 
a rates are low. Why, then, this demand 
by the city of Detroit for a rate reduction? 
The answer to that question is well known. 
The city employed a new rate expert in the 
summer of 1942. He came from Massachu- 
setts.” 

Edison attorneys followed this reference to 
Richard A. Sullivan, the city’s rate analyst, 
with a statement that the “prudent invest- 
ment” theory used in Massachusetts on utility 
rate cases would be illegal in the state of Michi- 


an, 
, Oscar C. Hull, Paul W. McQuillen, and 
Plummer Snyder, the company attorneys, re- 
called that the city’s petition a asked 
arefund of about $8,000,000 in 1942. The city 
contended that this sum would be paid by the 
company to the Federal government in excess 
profits taxes and that it should, instead, be re- 
funded to Edison customers. 


Fights Gas Diversion 


HE Federal Power Commission has been 

urged to forbid any diversion of natural 
gas from the Detroit area that would cut down 
the city’s supply seriously. 

John W. Batten, vice president and general 
manager of the Michigan Consolidated Gas 
Company, said Detroit’s supply for cooking, 
heating, and industrial uses would be imper- 
iled by too great a diversion to Ohio consum- 
ers A the Panhandle Eastern Pipe Line Com- 


pan 

Batten testified at the request of James H. 
Lee, assistant corporation counsel for Detroit, 
after the chamberlain and Henry A. Montgom- 
ery, attorneys for Michigan Consolidated, filed 
a petition opposing applications for Panhandle 
and the East Ohio Gas Company for authority 
to divert gas to Ohio. 

They said they did not object to any diver- 
sion deemed necessary by the War Production 
Board but insisted that the program be limited 
to the duration. Batten testified Panhandle 
was unable to meet Detroit requirements last 
winter and would fail to deliver enough gas 
in the future if any considerable amount is 
sent into Ohio. 
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Nebraska 


Public Power Taxation 


Pl geconsy that many western Nebraska dis- 
tricts organized under the law of 1895 
may be affected by the determination of 
whether the property of the Platte Valley 
Public Power and Irrigation District is sub- 
ject to taxation as Judge Teweil held in Lin- 
coln County District Court, Neighbors & 
Danielson, Gering attorneys, filed a brief with 
the state supreme court last month taking the 
position that all of them are tax exempt. 

The attorneys said that while the irriga- 
tion districts are organized under a dif- 
ferent law, if the court should hold Platte Val- 
ley taxable it is doubtful if their properties 
would be exempt because organized for the 
same purpose. They said the court should give 
great weight to the fact that legislative and ad- 
ministrative construction of the applicable sec- 
tion of the Constitution has been that these 
Properties are exempt because political subdi- 
visions of the state and organized and oper- 
ated for a public purpose. 

State Attorney General Johnson, answering 
the brief filed on behalf of the United States, 
which holds $42,000,000 worth of hydro dis- 
trict bonds and says that if these properties 
are to be taxed operation of them will be 
impeded, told the state supreme court on April 
29th that in his opinion if a public power and 
irrigation district cannot pay the same taxes 
which a privately owned corporation would 


pay and still give service to the public at a 
lower cost then a sad commentary is present- 
ed on the condition of affairs as relates to pub- 
lic ownership. 

“It may be,” the attorney general said, 
“that the financial structure of these districts 
needs revision. However, that is not the prob- 
lem of the state. The state needs revenue 
from every available source to replace reve- 
nue which is being lost through sources un- 
avoidable in the present emergency. The 
state and governmental agencies have lost the 
revenue that would otherwise have been re- 
ceived through taxation and have gained 
nothing.” 


Power Bill Advanced 


wre 23 affirmative and only 2 negative 
votes LB 204, Omaha Power Commis- 
sion bill, made real progress early this month 
and was advanced from general to select file 
after several hours had been spent in tacking 
on amendments. The members agreed, how- 
ever, that the bill would be held there until 
disposition has been made of seven other bills 
affecting the Nebraska power situation. 

One of the principal amendments adopted 
was that offered by Senator Cullingham, 
Omaha, which provides that only the Peoples 
power commission can acquire the property of 
the Nebraska Power Company. All other po- 
litical subdivisions or other public corpora- 


715 MAY 27, 1943 





PUBLIC UTILITIES FORTNIGHTLY 


tions or bodies organized under the laws: of 
Nebraska are excluded. 

Senator Crosby had a series of amendments 
submitted, all of which were adopted. One 
is a new section to the bill which provides 
that if the mayor of Omaha fails to appoint 
a power commission six months after the act 
becomes effective an election can be called 


New 


Labor Set-up Change Urged 


| age ninn revision of the board of transporta- 
tion’s methods of fixing the wages of 
the 32,000 employees of New York city’s uni- 
fied transit system and adjusting their rou- 
tine grievances was recommended in the re- 


y 
Ohio 


Free City Lighting 
Demanded 

AltHoucH City Attorney John L. Davies 

warned that such action might be con- 
trary to the charter, the Columbus council re- 
cently passed a resolution calling on the law 
department to prepare legislation providing 
specifically for free street and city building 
lighting. 

Numerous heated arguments developed after 
Councilman William L. Lehman presented a 
resolution instructing the law department to 
prepare new legislation setting up the light 
plant as a separate utility but containing the 
free street and building lighting section. After 
long debate the measure was seconded by 
Councilman Joseph J. Van Heyde and ap- 
proved 6 to 1. 


forcing the mayor to act if a petition bearing 
5 per cent of the names of qualified voters jn 
the county is submitted to the mayor, His 
amendment also provides that in event the 
commission appointed by the mayor fails to 
act within one year after the act becomes 
law a similar procedure can be followed, it 
was reported. 


5 
York 


port of Mayor LaGuardia’s special committee 
to study labor relations on the city’s lines, 

The report, submitted to the mayor last 
month, also recommended a system of “ad- 
visory” arbitration to aid in the settlement of 
wage disputes between the board of transpor- 
tation and its operation employees. 


Transit Strike Ended 


nen members of the Street Car and 
Motorcoach Operators Union, AFL, voted 
on April 29th to end a 17-hour walkout on 
the Cleveland municipal transportation sys- 
tem and return immediately to their jobs. The 
voice vote came at a 2-hour meeting attend- 
ed by an estimated 1,200 strikers. 

The strike tied up all street cars and busses 
except a few suburban lines not operated by 
the city transit system, and forced an esti- 
mated 400,000 persons to find other means 
of reaching work and their homes. 

To help combat the transportation break- 
down, the regional Office of Price Administra- 
tion arranged emergency 2-gallon rations 
for all book holders swearing to use the fuel 
to reach work. 


¥ 
Oklahoma 


Utility Refund Plan 


A PLAN for public utilities to return their 
excess earnings in the flush period to cus- 
tomers by refunds at the end of the year was 
submitted to the state corporation commis- 
sion this month by A. B. Hill, member of 
the Arkansas public utilities department. 
Hill and two members of the Arkansas staff, 
J. D. Walker, Jr., chief accountant, and J. 
E. Flanders, engineer, met with the corpora- 
tion commission. 

The Arkansas commissioner was principally 
interested in the Oklahoma Gas & Electric 
Company, which serves Fort Smith, along with 
Oklahoma points. Hill said Arkansas is inter- 
ested more in a study of the situation than in 
making an order. He said he was not in 


Oklahoma to suggest anything to the state 
commission other than a study to determine 
whether a refund can be made at the end of 
the year. 

He said that a reduction in rate might find 
the utility company making money in one year 
and losing in another in this era. He pointed 
out that the Arkansas Power & Light Com- 
pany last year made a refund of $625,000 to 
subscribers in Arkansas under the plan. 


Rehearing Ordered 


A $136,250 award to Grand Hydro for 1,- 
462.79 acres including the dam site of the 
$22,000,000 Grand river development was 
swept aside by the state supreme court last 
month and the condemnation action remanded 
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to Mayes County District Court. Grand Hy- 
dro, chartered in 1929 as a public utility cor- 
poration to develop power on the river, had 
appealed, contending the award was insuffi- 
cient. The appellate court had affirmed the 
award last September. 

The suit arose when Grand Hydro and the 
Grand River Dam Authority, created by the 
state in 1935, were unable to agree on compen- 


sation for the dam site itself, occupying only 
417 acres. The principal controversy centered 
about the lower court’s action in striking tes- 
timony of engineers concerning value of the 
417 acres from the standpoint of its adapta- 
bility as a dam site. 

The high court said the lower court erred 
in holding that it was not an element to be 
considered. 


Oregon 


Court Upholds District 


HE state supreme court last month up- 

held the validity of the northern Wasco 
County People’s Utility District, and denied 
the Pacific Power & Light Company’s conten- 
tion that no people’s utility district can be valid 
unless voters in every parcel of territory with- 
in the district approve it. 

Justice Hay wrote the opinion, which was 
concurred in by all other members of the 
court. He affirmed the decree of Circuit Judge 
Carl Hendricks, who heard the case in Wasco 
county. The suit was brought by the dis- 
trict directors against the power company and 
several citizens. 


The people’s utility district proposal was 
approved by the voters at a special election on 
August 15, 1939, with voters of The Dalles ap- 
proving and those of Dufur and Mosier dis- 
senting. The state hydroelectric commission 
later declared the district created but excluded 
Dufur and Mosier. Defendants charged that 
the district was invalid because voters of Du- 
fur and Mosier disapproved it. 

Justice Hay said it might have been a good 
idea if the state legislature had made a peo- 
ple’s utility district dependent on a majority 
vote of the whole district rather than let each 
parcel of territory decide whether it should 
be included. He added that the existing law 
is a concession to local autonomy. 


¥ 


Pennsylvania 


Assembly Approves Buying Curb 


A BILL to put purchases of utility proper- 
ties by municipal authorities under the 
jurisdiction of the state public utility com- 
mission was recently approved in the closing 
hours of the state assembly. 

The state senate had passed the Becker-Dent 
bill by a vote of 28 to 11, with Senator John 
M. Walker, Republican of Oakmont, the only 
Allegheny county member opposing it. 

The bill was designed as a “stop gap” to 
place municipal authorities under restrictions 
pending a complete review of their operations 
by a senate investigating committee which 
has held two hearings. 

The new bill covers only those purchases 
proposed after effective date of the act. 


Ordered to Share Rides 


ge state public utility commission in a 
war emergency order recently directed 
Pennsylvania taxicab operators to include a 
share-the-ride provision in their tariffs. It 
provides that during the emergency taxicab 
operators, with the consent of the first party 
engaging a cab, will accept other parties for 
transportation in the same general direction. 

The first party alighting shall pay the rate 
according to the taxicab schedule contained 
in the company’s tariff, whereupon the flag 
shall be dropped; the second party alighting 
shall pay such fare from the point where the 
flag was last dropped. 

Such procedure will be repeated until all 
passengers have alighted. 


South Carolina 


Electric Rates Cut 


A REDUCTION in the electric rates charged by 
the South Carolina Electric & Gas Com- 
pany of Columbia, which will save customers 
approximately $190,000, was approved recent- 
ly by the state public service commission. The 
announcement of the reduction was made by 


Rufus M. Newton, chairman of the commis- 
sion. Mr. Newton said that the reduction was 
the result of many months of investigation and 
studies made by the electrical utilities division 
of the commission into the physical properties, 
financial structures, and operations of the com- 
pany which headed up during the past several 
weeks into a series of friendly conferences be- 
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tween the officers of the company and the staff 
of the division which resulted in the reduction. 
Mr. Newton said this was the first major de- 


crease in rates made by this company since 
November 1, 1940; however, there have been 
several minor readjustments during this period, 


Texas 


River Authorities Bill 


MILD compromise bill for regulating river 
A authorities created by the state legislature 
won house approval recently. By 111 to 18, the 
house accepted a compromise said to be agree- 
able to river authority lawyers, but members 
refused to give the necessary four-fifths vote 
for suspension of rules, barring immediate final 
passage. The direct vote on engrossment was 
viva voce, without record. 

The substitute signed by five members came 
from a conference of nearly a score of house 
members interested in river authority legisla- 
tion. It replaced a more stringent bill by 
Marshall Bell of San Antonio. 

Preceding the vote to engross the bill, Her- 


bert F. Brawner of Joshua made an unsuccess- 
ful effort to kill it outright. Brawner’s motion 
lost, 73 to 50, after Charles Young of Kyle, in 
whose district is part of the Guadalupe-Blanco 
River Authority, declared the bill contained 
nothing to interfere with good purposes of 
authorities. 

Two amendments were added by the house. 
One would forbid an authority lending money 
to another authority but would allow them to 
help such projects as rural electrification. The 
other amendment, containing a provision from 
Bell’s bill, recommended by the conservation 
and reclamation committee, would prohibit an 
authority from fixing rates at which a mu- 
nicipality can resell power bought from the 
authority. 


Utah 


WLB Grants Pay Raises 


WAGE increase for approximately 1,200 em- 
A ployees of the Utah Power & Light Com- 
pany at Salt Lake City was approved by the 
regional War Labor Board in accordance with 
the “little steel” formula, Charles A. Graham, 
regional WLB chairman, announced recently. 
The increase was requested by the company 
and the International Brotherhood of Elec- 
trical Workers. 
The application asked that the schedule of 


rates used over a period of years be not dis- 
rupted, and the board granted the request, but 
with the proviso that the over-all increase 
should not exceed by more than 15 per cent 
the wage level prevailing in January, 1941. 

The adjustments were applicable to non- 
administrative and nonexecutive clerical em- 
ployees as well as those represented by the 
union. 

The wage increases affected employees 
throughout the company’s system and were not 
confined to Salt Lake City. 


Washington 


Power Verdict Signed 


U NITED States District Judge John C. Bowen 
on April 30th signed a judgment confirm- 
ing the verdict of the jury which recently de- 
cided that $9,500,000 is just compensation for 
the Puget Sound Power & Light Company’s 


distribution properties located in Snohomish 
county. 

The Snohomish County Public Utilities Dis- 
trict has its choice of taking the properties at 
that price. The district and the power company 
also have the right of an appeal to the United 
States Circuit Court of Appeals. 


Wisconsin 


House Passes Gas Tax 


A™ on natural gas sold in Wisconsin 
would be levied under a bill passed in 
the state assembly last month, 67 to 14, 
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Under the bill, a tax of 7 cents per thousand 
cubic feet would be levied on natural gas, 20 
per cent of the revenue returning to the coun- 
ties, and 65 per cent to the municipalities on a 
basis of consumption. 
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The Latest 
Utility Rulings 


Supreme Court Upholds FPC Jurisdiction 
Over Jersey Central 


HE interstate flow of electricity be- 

tween the lines of the Jersey Cen- 
tral Power & Light Company, operating 
in New Jersey, and the Staten Island 
Edison Corporation on Staten Island in 
the state of New York brings the Jersey 
Central Company under the jurisdiction 
of the Federal Power Commission, ac- 
cording to a decision of the United States 
Supreme Court affirming the decision of 
the circuit court of appeals in (1942) 
129 F(2d) 183, 45 PUR(NS) 110, 
which affirmed the commission decision 
in 30 PUR(NS) 33. 

The court holds that the evidence fur- 
nished a substantial basis for the con- 
clusion of the commission that facilities 
of Jersey Central are utilized for the 
transmission of electric energy across 
state lines ; that Jersey Central is a “‘pub- 
lic utility” within the meaning of § 201 
of the Federal Power Act; and that the 
acquisition of securities of Jersey Cen- 
tral by New Jersey Power & Light Com- 
pany from others than the issuer is a 
transaction subject to the jurisdiction of 
the commission under § 203 of the act. 

Jersey Central owns and operates an 
electric line extending to the south bank 
of the Raritan river in New Jersey, 
where the line joins the transmission 
facilities of the Public Service Electric 
& Gas Company. The latter transmits 
energy from the point of junction to a 
common bus bar in one of its substations 
located also in New Jersey. From the bus 
bar, Public Service has transmission 
facilities extending to the mid-channel 
of Kill van Kull, a body of water be- 
tween New Jersey and Staten Island, 
New York. At mid-channel, Staten Is- 
land Edison Corporation, another utili- 
ty, connects with its transmission facili- 


ties which extend to its own Atlantic sub- 
station on Staten Island. The commis- 
sion found that energy generated in New 
Jersey by Jersey Central was consumed 
in New York, and energy generated in 
New York was consumed in New Jersey. 

A contention that the arrangement by 
which this energy passes to New York 
does not make Jersey Central a public 
utility within the definition of the act be- 
cause it “does not own or operate facili- 
ties for the transmission of electric en- 
ergy or sale of electric energy at whole- 
sale in interstate commerce” was re- 
jected. 

The point at which title and cus- 
tody passes without arresting movement, 
said the court, does not affect the essen- 
tial interstate movement. 

Commenting on the exemption of mat- 
ters regulated by the states, the court 
declared: 

It will be observed that § 201 (a) is a dec- 
laration of the end sought by the enactment 
of this part, that is, Federal regulation of 
the generation, transmission, and sale of 
electric energy in commerce. The sounder 
conclusion, it seems to us, is that this limita- 
tion is directed at generation, transmission, 
and sale rather than the corporate financial 
arrangements of the utilities engaged in 
such production and distribution. This con- 
clusion finds strong support in the fact that 
not only § 203(a), here under discussion, 
but §§ 204(a), 208, and 301(a) regulate mat- 
ters obviously subject to state regulation. If 
the scope of the limitation was as broad as 
petitioners contend, none of these sections 
just referred to would be effective. Section 
203(a) would be a nullity as of course the 
disposition and acquisition of facilities, 
merger, consolidation, or purchase of securi- 
ties by their utilities may be regulated by 
the states. But this does not follow where a 
specific limitation is placed on the issue of 
securities by § 204. Section 204 is not render- 
ed useless by subsection (f) since it is 
applicable to states without state commis- 
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sions authorized to regulate security issues. 
... In view of the contemporaneous legis- 
lation as to holding companies (Title I, 
Public Utility Act of 1935, 49 Stat 803) 
which left independent operating companies 
or subsidiaries of unregistered holding com- 
panies free to acquire securities in other 
operating companies, it is difficult to con- 
clude that by § 201(a) Congress limited the 


regulation of the acquisition of securities 
by § 203(a). 


Justice Roberts wrote a dissenting 
opinion in which he was joined by the 
Chief Justice and Justice Frankfurter, 
Jersey Central Power & Light Co. v, 
Federal Power Commission. 


= 


Customer Contributions Excluded from 
Depreciation Basis for Tax Purposes 


ae by customers for extension 
of facilities, which never were, or 
which by contract have ceased to be, re- 
fundable, cannot, according to a ruling 
of the United States Supreme Court, be 
included in the basis upon which depreci- 
ation is calculated for income tax pur- 
poses. The end and purpose of deprecia- 
tion accounting, the court points out, is 
to approximate and reflect the financial 
consequences to the taxpayer of the 
subtle effects of time and use on the value 
of his capital assets. 

The statutory provision that the basis 
of property shall be the cost of such prop- 
erty normally means cost to the tax- 
payer. A property may have a cost his- 
tory quite different from its cost to the 
taxpayer. It may have been purchased 
for less or more than original cost, or 
built by contract which called for pay- 
ments on which the builder profited 


e 


greatly or suffered heavy loss. But gen- 
erally and in this case, the court held, it 
is not error to rule that the taxpayer’s 
outlay is the measure of his recoupment 
through depreciation accruals. 

Referring to a contention that these 
payments were gifts to the company or 
contributions to its capital, and therefore 
by the provisions of the Internal Rev- 
enue Code taking the basis of the donor 
or transferor, it was said: 

It is enough to say that it overtaxes im- 
agination to regard the farmers and other 
customers who furnished these funds as 
makers either of donations or contributions 
in the company. The transaction neither in 
form nor in substance bore such a semblance. 

The payments were to the customer the 
price of the service. The receipts have gone, 
so far as here involved, to add to the com- 
pany’s surplus. 


Detroit Edison Co. v. Commissioner of 
Internal Revenue. 


Service to Air Field Permitted through 
Rural Co-op Territory 


Sloe between an electric com- 
pany and the United States govern- 
ment for service to an Army air field was 
approved by the Indiana commission 
over objections of rural electric codpera- 
tives through whose territory the line 
would be constructed. The evidence 
showed that electric service must be made 
available within a limited time. The gov- 
ernment had selected the electric com- 
pany as best equipped to render the serv- 
ice, and the company had procured the 
necessary authority from the War Pro- 


duction Board for the use of critical ma- 
terials. 

Discussing the protest by Allen-Wells 
Rural Electric Membership Corporation, 
the commission said: 


Such protest is apparently based upon 
the idea that Allen-Wells REMC not only 
has a right to enter into the business of 
serving large power loads, which become 
available under the war expansion activities 
of government and industry, but also that 
service of such loads should not be permit- 
ted from any other source. In our opinion 
such position is unsound, and we desire to 
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THE LATEST UTILITY RULINGS 


sound a warning note. We do not believe 
that the rendering of service of the charac- 
ter sought to be supplied by petitioner in 
this cause, or the incurring of financial ob- 
ligations and risks necessarily attendant 
thereon, are within the scope of the ac- 
tivities contemplated by the REMC Act 
for cooperative organizations created 
thereunder. The plain purpose of the act 
is to make electric energy available on a co- 
6perative basis to the inhabitants of those 
rural areas of the state where electric dis- 
tribution systems are not available from 
municipal or public utilities .. . it seems clear 
to us that the engaging by ‘rural coOpera- 
tives in the business of providing the ex- 
pensive facilities and the assurance of an 
adequate supply of the large amounts of 


electric energy that are and will be required 
by war-time activities of industrial plants, 
of huge government camps, air fields, depots, 
etc., would in general mean an overexten- 
sion and assumption of risks not compatible 
with their base loads. Service of that char- 
acter and magnitude is related to loads that 
will probably in many cases prove transient. 


‘Neither in this case nor in the sounding 
of this warning is it necessary for us to de- 
cide whether the REMC Act permits 
coGperatives to engage in rendering service 
to large power users; and nothing here said 
is intended to be a finding upon any such 
question. 


Re Indiana Service Corp. (No. 15864). 
e 


Schedules Are Binding without Written 
Contract of Customer 


N order of the Pennsylvania commis- 
A’son as to the rate applicable to a 
customer of a water company was sus- 
tained by the superior court of Pennsyl- 
vania. The reasonableness of the classi- 
fication and of the different rates appli- 
cable were held to be administrative or 
factual questions for the commission’s 
consideration. The court could not dis- 
turb such findings if supported by com- 
petent evidence. 

The customer contended that she 
could not be bound by the provisions of 
the company’s effective tariff because she 
had never filed a written application, 
which the rules of the company made a 
prerequisite to the furnishing of service. 
The court ruled: 


The commission having found as a fact 
that the rates billed appellant for the period 


in dispute were those prescribed by the com- 
pany’s effective tariff, it cannot be said as a 
matter of law that appellant’s own failure 
to file a written application or enter into a 
written contract bars the water company 
from enforcing its published schedules for 
services furnished. She cannot advance her 
own neglect as a reason for obtaining a low- 
- rate than the applicable schedule called 
or. 

A written contract with the consumer 
is here in no sense a condition precedent to 
recovery of tariff rates for service fur- 
nished and billed according to such rate. 
The last rate published is the legal, suable 
rate, and controls: Surburban Water Co. v. 
Oakmont Boro (1920) 268 Pa 243, 248, 249, 
110 Atl 778. Whatever penalties the water 
company may incur by failure to enforce 
their rule requiring a written contract in a 
given instance, its violation here cannot re- 
lieve appellant of the duty to pay according 
to the published tariff for service furnished. 


Brown v. Public Utility Commission. 


e 


Disposition of Write-up against Income 
Sustained by Court 


N order of the Federal Power Com- 

mission requiring the Northwestern 
Electric Company to dispose of a so- 
called “write-up” by application of net 
earnings in excess of preferred stock 
dividend requirements (commission de- 
cision in 36 PUR(NS) 202) was sus- 
tained by the circuit court of appeals for 


the ninth circuit. The commission had 
determined that the common stock was 
not represented by any assets received by 
the company in exchange for it. It con- 
cluded that this amount constituted a 
write-up. 

Evidence of the surplus and the fair 
value of assets, the court held, has no 
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bearing on the question of original cost. 

The court discussed the meaning of 
the term “burden of proof” in § 301(a) 
of the Federal Power Act and concluded 
that the commission can suspend an 
entry pending submission of ‘“substan- 
tial evidence” which it believes would 
justify such entry. Moreover, the pro- 
vision that the burden of proof to justify 
every accounting entry questioned by the 
commission shall be on the person mak- 
ing, authorizing, or requiring such entry 
and that the commission may suspend a 
charge or credit pending submission of 
satisfactory proof, means the burden of 
going forward with the evidence, since 
no degree of proof is mentioned. 

Objections to the order because of the 
effect on dividends were overruled. The 
court said: 


It is contended that since the state law 
prohibits the payment of dividends out of 
capital, dividends cannot be paid on petition- 
er’s preferred stock because the effect of the 
ccminission’s order is to declare petitioner’s 
capital to be impaired. The order does not 
prohibit payment of dividends on the pre- 
ferred stock—in fact, it expressly makes it 
possible that such dividends may be paid. 
Regarding impairment of capital, the com- 
mission has decided that the capital of pe- 
titioner, considered from the “original cost” 
theory, is impaired. It did not decide that 
such capital, considered from a “fair value” 
standpoint, is impaired. If the state law 
prohibits payment of dividends when the 
corporate capital is impaired, when con- 
sidered from an “original cost” standpoint, 
and if the state courts accepted the commis- 
sion’s finding, then petitioner is in no position 


e 


to complain that it can no longer violate 
the law. On the other hand, if the state law 
only prohibits payment of dividends when 
there is an impairment of capital considered 
from a “fair value” standpoint, then the 
order, which does not make any determina- 
tion of that question, would be no obstacle 
to the payment of dividends. 


The order was held not to be invalid 
on the ground that the effect would be 
to make the holder of the stock again 
pay for stock which it bought on the open 
market in good faith since earnings be- 
come frozen in the capital of the corpora- 
tion. As to a contention that the holder 
of the stock, American Power & Light 
Company, would be deprived of the value 
of the stock and its normal right to divi- 
dends, the court said: 


While it might be said that American is 
not entitled to the earnings until declared 
as dividends, and therefore nothing has been 
taken from it, that view disregards realities. 
It is certainly possible, if not probable, that 
the market value of the stock would de- 
crease, probably substantially, if no divi- 
dends can be paid thereon for ten years or 
more. However, in Kansas City Southern 
Railway v. United States (1913) 231 US 
423, 455, 58 L ed 296, it was held that a rail- 
road could be compelled to charge a dis- 
puted item against its earnings. The order 
involved here requires the same thing, and 
adopts the principle approved in the cited 
case. If a company can be compelled to 
charge an item against earnings, for one 
year, we see no reason why it cannot be com- 
pelled to make the same kind of entries for 
succeeding years. 


Northwestern Electric Co. et al. v. Fed- 
eral Power Commission (No. 10,161). 


Municipal Limits Not Basis for Dividing 
Urban and Rural Customers 


rb Wisconsin commission, in rul- 
ing on electric rates of a municipal 
plant operating both within and outside 
of municipal limits, concluded that the 
basis for dividing urban and rural cus- 
tomers should not be city or village 
limits, but whether adequate service can 
be furnished from urban secondaries. 
The fact that rural customers beyond 
city limits benefit from tax rates lower 
than those in the city, it was held, has no 
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bearing on electric rates. Rates of a 
municipal or other public utility must be 
established only to provide adequate 
revenues to defray the expenses of ren- 
dering service, including a fair rate of 
return. 

The necessity of installing a new 
transformer to provide adequate serv- 
ice because of increased load was not con- 
sidered a proper factor in determining 
the application of rural or urban rates. 
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The fact that a group could be adequate- 
ly served if increased transformer capac- 
ity were installed within the city, said 
the commission, means that the urban 
rates should apply. The commission said : 
The basis of the definition [urban cus- 
tomer] is whether adequate service can be 
supplied and not whether such service is 
supplied from urban secondaries. 


Over a period of years, the commis- 
sion continued, it has become accepted 
practice among the electric utilities oper- 
ating in Wisconsin to distinguish be- 


e 


tween urban and rural service on the 
basis of urban secondaries. This method 
more nearly approximates the point be- 
yond which a substantial increase in 
average investment and expense per cus- 
tomer is experienced, and this method 
places the dividing line on the basis of 
normal urban characteristics of customer 
density rather than on the basis of an 
artificial boundary line which may or 
may not reflect the extent of territory 
that is urban in nature. Barta et al. v. 
City of Two Rivers (2-U-1880). 


Debenture Retirement under Holding Company 
Act Not Voluntary; Premium Avoided 


n order of the Securities and Ex- 
A change Commission approving an 
application by the North American Light 
& Power Company for authority to re- 
tire its outstanding publicly held deben- 
tures has been upheld by the circuit court 
of appeals, seventh circuit. The succes- 
sor trustee for debenture holders con- 
tended that the retirement was voluntary 
and that debenture holders were entitled 
to a premium provided for in the deben- 
ture agreement. 

The commission, it was held, was 
justified in finding that the action of the 
company with reference to dissolution 
of the corporation and retirement of de- 
bentures was the result of legal compul- 
sion rather than the voluntary act of the 
corporation, in view of the enactment of 
the Holding Company Act. Such find- 
ing, said the court, was not impaired by 
the fact that the corporation was agree- 


able to and acquiesced in that from which 
there was no escape. 

The trustee attempted to distinguish 
the recent case of New York Trust Co. 
u. Securities and Exchange Commission 
(1942) 131 F(2d) 274, 46 PUR(NS) 
270, on the ground that the decision rest- 
ed largely on the contention that the court 
there had before it a situation wherein 
the liquidation was involuntary; but 
since the court held that the action in the 
instant case was also involuntary, the 
distinction failed. 

A debenture provision relative to par- 
tial redemption, providing for a deter- 
mination of debentures to be retired by 
lot, was held not to be controlling, al- 
though it would be controlling in case of 
a voluntary dissolution. City National 
Bank & Trust Co. of Chicago v. Securi- 
ties and Exchange Commission et al. 


134 F(2d) 65. 


e 


Agreed Rate Reduction Allocated to 
Rate Areas to Obtain Uniformity 


| ogre against the United Gas 
Pipe Line Company instituted with 
the filing of a complaint by the Lou- 
isiana Public Service Commission were 
terminated with the acceptance by the 
Federal Power Commission of reduced 
tate schedules agreed upon as the result 
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of a prehearing conference (provided 
for in § 50.59A of the Provisional Rules 
of Practice and Regulations under the 
Natural Gas Act). The over-all reduc- 
tion was allocated to “rate areas” in ac- 
cordance with the commission’s estab- 
lished policy of endeavoring to obtain 
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uniform rates to the widest extent feasi- 
ble. The commission said: 

In determining areas where uniform rates 
should prevail, consideration is given to the 
relative cost of rendering service, the lo- 
cation of gas fields, natural boundaries, and 
the general characteristics of the region. 
In other words, our purpose is to encourage 
the establishment of uniform rates in re- 
gions where substantially the same operat- 
ing and natural conditions prevail, starting 
with the premise that the widest areas prac- 
ticable in terms of average costs and physi- 
cal characteristics of service should be des- 
ignated. 


It was noted that the new rate for 
Houston, Beaumont, and New Orleans 
was 15 cents, which was considerably 
lower than the rates for the other areas. 
This lower rate, it was said, was due sole- 
ly to the very close proximity of each 
of these areas to the sources of natural 
gas. 

The commission was not unmindful 
of the fact that the ultimate purpose of 
its rate regulatory activities under the 
Natural Gas Act is the assurance of rea- 
sonable rates for ultimate consumers. 
This purpose, it was pointed out, has 
been recognized by the courts in Natural 
Gas Pipe Line Co. v. Federal Power 
Commission (1942) 131 F(2d) 137, 47 
PUR(NS) 464; Mississippi River Fuel 
Corp. v. F ederal Power Commission 
(1941) 121 F(2d) 159, 164, 40 
PUR(NS) 213. The commission antici- 
pated that the rate reductions would be 


passed on to ultimate consumers by the 
distributors, but added: 

It is sometimes mistakenly assumed that 
the Federal Power Commission has juris- 
diction over retail rates to the ultimate 
consumer, but this is not so. Its jurisdiction 
is over certain sales for resale only. The 
city gate rate, although important, is not 
the only factor in the retail rate. In certain 
cases the controlling factor is the distribu- 
tion company’s spread between the city gate 
and the retail rate, which is subject to state 
or local authority. 


Commissioner Scott concurred in the 
conclusion that the proposed rate reduc- 
tion should be made effective, but he be- 
lieved that the public interest requires 
not only that rates be reduced from time 
to time but also that their reasonableness 
be tested only after and upon the estab- 
lishment of a rate base and a determina- 
tion of related factors. He said the in- 
vestigation had been terminated without 
the commission specifically determining 
a rate base, or finding the amount of any 
write-ups, the original cost of utility 
plant, accrued depreciation, working cap- 
ital, operating expenses, annual depreci- 
ation expense, taxes, rate of return, in- 
adequacy of depreciation reserve, and 
the reasonableness of charges paid to 
an affiliate for gas purchased. Louisiana 
Public Service Commission v. United 
Gas Pipe Line Co. (Opinion No. 90, 
Docket Nos. G-133, G-148, G-137, 
G-193). 


7 


Other Important Rulings 


MUNICIPAL utility district’s sale and 

distribution of electricity extraterri- 
torially, according to a ruling in Oregon, 
need not be incidental to the major opera- 
tions within the district ; and the district, 
in issuing revenue bonds to finance a 
plant for serving both within and with- 
out the boundaries of the district, can 
pledge revenues derived from both opera- 
tions. Central Lincoln Peoples Utility 
District v. Smith et al. 133 P(2d) 702. 


An action by a railroad to recover pay- 
ments made to a shipper for switching 
operations pursuant to a filed tariff, in- 
stituted more than three years after a 
court decision holding the payments il- 
legal, was held to be barred by a 3-year 
statute of limitations specifying that 
cause of action accrued upon delivery of 
the shipment to the carrier. Kurn v. 
Pittsburgh Plate Glass Co. (Utah S Ct) 
48 F Supp 574. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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FEDERAL POWER COMMISSION 


Re Minnesota Power & Light Company 


[Docket No. IT-5769, Opinion No. 89.] 


Accounting, § 21 — Stock discount — Property acquisition. 
1. Discount on stock issued to acquire property, represented by the dif- 
ference between the par and market value of the stock, inflates plant ac- 
counts when recorded as part of the cost of the assets acquired, p. 4. 


Accounting, § 19.1 — Dividends from subsidiaries — Excess over net income. 
2. Dividends received from subsidiaries in excess of their net income rep- 
resent the return of capital and should be credited to investment instead of 
income account, p. 4. 

Accounting, § 25 — Interest received from subsidiary — Accrual prior to sub- 

sidiary acquisition. 

3. Interest received from a subsidiary, accrued on the latter’s note prior 
to the time it became a subsidiary, represents the return of capital and should 
be credited to investment instead of income account, p. 4. 


Accounting, § 32 — Excess purchase price — Transaction between affiliates. 
4. The amount of securities issued to a parent company in excess of book 
cost or acquisition cost of properties transferred to a subsidiary represents 
a write-up, p. 5 

Accounting, § 56 — Write-ups — Plant acquisition from parent. 
5. The amount of inflation recorded on the books of a subsidiary as a 
result of transactions whereby properties were acquired from a parent 
company at a cost including inflation by the parent company and inflation 
in the purchase price, should not be classified in Account 100.5, Electric 
Plant Acquisition Adjustments, as actual bona fide cost to the subsidiary 
but should be classified in Account 107, Electric Plant Adjustments, pend- 
ing disposition in accordance with the requirements of the System of 
Accounts, p. 5. 
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Accounting, § 21 — Preferred stock expense. 


6. Preferred stock expense charged to plant account should be transferred 
pending disposition, to Account 107, Electric Plant Adjustments, p. 6, 


Accounting, § 32.1 — Rate investigation cost. 
7. Rate investigation costs erroneously charged to plant account of a powe 
company should be classified in Account 107, Electric Plant Adjustments 
pending disposition, p. 6. 

Accounting, § 17.1 — Charter expense. 
8. Expenses incurred by a power company in amending its charter, er 
roneously charged to plant account, should be classified in Account 107 
Electric Plant Adjustments, pending disposition, p. 6. 


Accounting, § 56 — Reclassification — Disposition of adjustments. 
9. The System of Accounts contemplates that amounts classified in Ac 
count 107, Electric Plant Adjustments, shall rest there only temporarily 
the purpose of that account being to collect and earmark inflation and 
other improper charges to the plant account pending a determination a 
to proper disposition, p. 7. 

Accounting, § 56 — Revisions — Contingency reserve. 
10. The balance of a “contingency reserve” created by an arbitrary charge 
to plant account upon the transfer of properties should be disposed of by ; 
charge in that amount to “contingency reserve,” thereby extinguishing the 
latter, p. 7. 

Accounting, § 21 — Bond discount and expense — Disposal of write-up. 
11. The amount of a write-up representing discount and expense on bond 
delivered by a power company to a parent company on the acquisition o 
properties, although a proper charge to surplus after refunding of the 
bonds, was required to be partially charged to Account 271, Earned Sur 
plus, and the balance to Account 140, Unamortized Debt Discount ant 
Expense, for amortization over a period not to exceed one hundred month 
(representing the remaining original life of the refunded bonds), pro 
vided that the company might accelerate such amortization by charges td 
Account 414, Miscellaneous Debits to Surplus, p. 7. 


Accounting, § 21 — Stock discount — Disposition of write-up. 

12. The amount of a write-up representing discount on stock delivered t 
a parent company as part of the consideration for assets transferred td 
the subsidiary was required to be transferred to Account 150, Discount on 
Capital Stock, p. 7. 

Accounting, § 21 — Stock expense — Disposition of write-up. 

13. The amount of a write-up representing expenses incurred on the salf 
of a power company’s preferred stock delivered to a parent company waf 
required to be disposed of by a charge to Account 151, Capital Stock Ex 
pense, p. 7. 

Accounting, § 56 — Inflation in connection with security issues — Disposition. 
14. The amount of inflation which arose in connection with security issue 
by a power company to its parent company should be charged to earne( 
surplus, with a condition that the company may charge a part to a capita 
surplus created for such purpose, instead of being charged to common stoc 


discount (tantamount to an involuntary reduction of book or stated valu 


of common stock without compliance with law) or writing it off to a non 
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RE MINNESOTA POWER & LIGHT CO. 
existent capital surplus, thus creating a “capital surplus deficit” alongside 


an earned surplus (credit), p. 8. 


Accounting, § 56 — Original cost estimates — Reaccounting. 


15. An estimated original cost based upon conjecture and invalid, im- 
proper, and unsupportable theories and assumptions which involve, among 
other things, reaccounting for general and administrative expenses, cannot 
be accepted as a substitute for cost where records are available, for legiti- 
mate estimates where records are not available, or for overhead costs re- 
corded in accordance with managerial discretion, p. 9. 


(Draper, Commissioner, dissents in part, and SEavey, Commissioner, 
concurs in separate opinions.) 


[March 2, 1943.] 


remap relating to accounting entries of a power com- 
pany; accounting entries prescribed. 


APPEARANCES: Gillette, Nye, Har- 
tes & Montague by A. C. Gil- 
ktte, Donald Harries, and E. J. Mc- 
Millan, and Reid & Priest by A. J. G. 
Priest, and L. Byron Cherry, for 


Minnesota Power & Light Company; 
Reid & Priest by A. J. G. Priest and 
L, Byron Cherry, for American Pow- 
ee & Light Company; Charles V. 
Shannon, Acting General Counsel, 
George Slaff, and Reuben Goldberg, 
for the Commission. 


By the Commission: This pro- 
weeding arises under the Federal Pow- 
e Act and relates to accounting 
entries which should be made by Min- 
nesota Power and Light Company 
(hereinafter sometimes referred to as 
“Minnesota”) pursuant to our Uni- 
form System of Accounts Prescribed 
for Public Utilities and Licensees, 

Minnesota owns and operates facil- 
ities for the transmission and sale of 
electric energy at wholesale in inter- 
state commerce and is therefore a pub- 
lic utility within the meaning of the 
Bfederal Power Act. As such it filed 
on December 31, 1940, proposed re- 


classification and original cost studies 
as required by Electric Plant Ac- 
counts Instruction 2—D of our Uni- 
form System of Accounts and our 
order of May 11, 1937, with respect 
thereto. 

Following a field examination, our 
staff submitted a report recommend- 
ing that substantial write-ups and 
other erroneous items in Minnesota’s 
plant accounts be classified in Ac- 
count 107, Electric Plant Adjust- 
ments, and that Minnesota be re- 
quired to submit a plan for the dis- 
position of such amounts. The staff 
further recommended that Minnesota 
be required to make a further and 
proper study of the balance of the 
amounts recorded in its electric plant 
accounts. 


The staff report was served on 
Minnesota with an order, adopted 
February 3, 1942, requiring it to 
show cause, in writing, under oath, 
why the Commission should not re- 
quire it to submit appropriate plans 
for the disposition of the write-ups 
and to prepare reclassification and 
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original cost studies which would con- 
form with the requirements of our 
System of Accounts and order of May 
11, 1937. 

On April 3, 1942, Minnesota filed 
its response in which it admitted that 
the studies it had previously filed re- 
quired revision, but it did not submit 
any plans for disposition of the 
amounts established by the staff in 
Account 107. 

Thereafter, at Minnesota’s request, 
conferences were held by members of 
our staff with representatives of Min- 
nesota and American Power & Light 
Company,’ Minnesota’s parent. As a 
result of these conferences, counsel 
for the Commission and counsel for 
Minnesota and American,’ entered in- 
to a stipulation, subject to our ap- 
proval, with respect to the facts sur- 
rounding American’s transfers of 
properties and other assets to Min- 
nesota in 1923 and 1924. The stipu- 
lation provides that the facts therein 
contained “shall be accepted as though 
witnesses had been called, sworn, ex- 
amined, and testified thereto” for the 
purpose of the determination of the 
proceedings instituted by the order of 
February 3, 1942. 

American and Minnesota are af- 
filiates by reason of the fact that 
American owns all the common stock 
of Minnesota, and has owned all the 
latter’s common stock at all times 
pertinent to this proceeding. During 
the year 1922, the stock of Duluth- 
Edison Company was acquired by 
American and the former changed 
its name to Minnesota Power and 
Light Company on October 25, 1923. 


Write-ups of Properties Transferred 
to Minnesota by American 


The main issues in this case re- 
volve around two acquisitions of prop- 
erties, one in 1923 and the other in 
1924, by Minnesota from its parent 
company, American. These prop- 
erties were entered in the plant ac. 
counts of Minnesota at inflated 
amounts. The inflation may be clas- 
sified into two categories: that exist- 
ing in the books of American and 
transferred to Minnesota at the dates 
of the transactions in question, and 
the additional write-ups recorded by 
Minnesota upon acquisition. The 
inflation in the books of American 
will be first discussed. 

[1] When certain of these prop- 
erties were acquired by or for the ac- 
count of American, that company is- 
sued 120,499 shares of its 6 per cent 
preferred stock having a total par 
value of $12,049,900 and a market 
value as of that time, of $10,844,910. 
Although the $1,204,990 difference 
between the par and market values 
represented discount on the stock, 
American recorded such amount as 
part of the cost of the assets acquired 
—thus inflating its plant accounts to 
that extent. 

[2, 3] In addition, during its own- 
ership of these properties, American 
received dividends from certain sub- 
sidiaries which were $622,631 in ex- 
cess of their net income. American 
also received from one of its subsid- 
iaries, Cuyuna Range Power Con 
pany, interest in the amount of $25, 
815.48 which had accrued on the lat- 
ter’s note prior to the time it became 





1 We shall hereafter refer to American Pow- 
er & Light Company as “American.” 
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2By order dated October 13, 1942, permis: 
sion to intervene in the proceedings was gratt- 
ed American. 
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a subsidiary of American. Such di- 
yidends and interest represented the 
return of capital and should have 
been credited to investment, but were 
erroneously credited by American to 
its income account. 

Thus, as recorded on American’s 
books, the cost of the properties trans- 
ferred to Minnesota was inflated in 
the total amount of $1,851,436.48. 
We come next to the write-ups which 
were made at the time the properties 
were transferred. 

[4,5] The transfers were effected 
pursuant to two agreements between 
Minnesota and American’s nominee, 
one L. W. De Buys, dated November 
30, 1923, and May 27, 1924, respec- 
tively. 

In the 1923 transaction, Minnesota 
issued to American securities having 
an aggregate principal ameunt and 
par value which was $17,768,264.83 
in excess of the book cost to Ameri- 
can of the properties transferred.* 
In the 1924 transaction, Minnesota 
issued to American securities having 
an aggregate principal amount and 
par value (with accrued interest and 
dividends) which was $722,200 in 
excess Of the acquisition cost to 
American of the properties trans- 
ferred.* To these amounts, which 
were write-ups, there must also be 
added $130,174.02, representing the 
amount remaining, as of the effective 
date of our System of Accounts, of 


an arbitrary charge to plant account 
(offset by a credit to a Reserve for 
Contingencies) upon the transfer of 
these properties. 

The total amount of inflation re- 
corded in the books of Minnesota as 
a result of the 1923 and 1924 trans- 
actions is therefore $20,472,075.33. 

Minnesota contends that this 
amount should be classified in Ac- 
count 100.5, Electric Plant Acquisi- 
tion Adjustments, on the theory that 
it represents actual, bona fide cost 
which it incurred in acquiring the 
properties from American. 

We cannot accept this contention. 
The undisputed evidence shows that 
the excess entire amount of $20,472,- 
075.33 is a write-up which should be 
classified in Account 107, Electric 
Plant Adjustments, pending disposi- 
tion in accordance with the require- 
ments of our System of Accounts. 

Brushing aside the accounting and 
legal accoutrements with which the 
transactions were embellished, and 
viewing them in their true light, we 
recognize a familiar practice often 
used to write up plant accounts. Se- 
curities or properties are first ac- 
quired by a holding company. They 
are then transferred to an operating 
subsidiary of the holding company, 
sometimes organized for that purpose. 
The subsidiary, which, needless to say, 
is controlled by the holding company, 
surrenders to its parent an amount of 





8The total aggregate recorded cost to 
American of the assets transferred to Minne- 
sota in 1923 was $21,431,735.17. The agegre- 
gate principal amount and par value of securi- 
ties issued by Minnesota to American in ex- 
change for the assets was $39,200,000. Minne- 
sota, in recording the transfer, debited its 
Plant and Securities Account” with $37,620,- 
748.94 and debited and credited other asset, 
liability, and reserve accounts in the net debit 
— of $1,579,251.06, or a total of $39,200,- 


4 American’s acquisition cost had been $5,- 
339,111.10 while the aggregate principal 
amount and par value of securities issued by 
Minnesota (including accrued interest and 
dividends on the securities) was $6,061,311.10. 
Minnesota recorded this transfer by debiting 
its “Plant and Securities Account” with $5,- 
151,445.94 and debiting and crediting other as- 
set, liability, and reserve accounts in the net 
debit amount of $909,865.16, or a total of $6,- 
061,311.10, 
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new securities (consisting of com- 
mon stock, preferred stock, and 
bonds) far exceeding the cost to the 
holding company of the properties 
and securities transferred. The sub- 
sidiary establishes its plant accounts 
on the basis of the fictitious par 
value of the securities thus issued 
and the parent company markets the 
bonds and preferred stock and re- 
coups from the public substantially 
all the investment it made in the prop- 
erties. The common stock is re- 
tained by the parent with the ulti- 
mate result that it owns and controls 
the subsidiary at little or no actual 
cost. 

As previously indicated, at the 
dates of the transactions (and also at 
present) all of Minnesota’s common- 
stock was owned by American. This 
fact alone establishes American’s com- 
plete domination of Minnesota. 
Moreover, De Buys, who executed 
the contracts with Minnesota under 
which the property transfers were 
made, admittedly acted only as an in- 
termediary—a nominee of American 
—having no beneficial or other inter- 
est in the properties involved in the 
transactions. Minnesota established 
its plant account on the fictitious basis 
of the face value of its securities sur- 
rendered to its parent, American. 
American marketed the preferred 
stock and bonds of Minnesota, prac- 
tically recouped its investment, and 
today owns the common stock of 
Minnesota and controls the company 
at little cost. 

In the circumstances it is idle to 
look upon the transactions as bona 
fide agreements between two separate 
parties or to view the considerations 
recited therein as having any signifi- 
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cance. There was a complete absence 
of arm’s-length bargaining and this 
presents another case of American 
dealing with itself. Cf. Re Pacific 
Power & Light Co. FPC Opinion No, 
84, 46 PUR(NS) 131. 

We find, therefore, that the $20. 
472,075.33 should be classified in Ac. 
count 107, Electric Plant Adjust 
ments, as a write-up. 


Other Amounts Classified in Account 
107 


[6-8] Minnesota concedes that the 
following erroneous charges made to 
its plant account should be classified 
in Account 107, pending disposition: 


(a) Preferred Stock Expense— 
$328,910.37 


In connection with the sale of Min- 
nesota’s 7 per cent first preferred 
stock and 7 per cent second preferred 
stock (now known as $6 preferred 
stock), expenses were incurred in the 
amount of $324,107.18 and $4,803- 
19, respectively. Both of these 
amounts are presently included in 
Minnesota’s Account 100.6, Electric 
Plant in Process of Reclassification, 
and should be transferred, pending 
disposition, to Account 107. 


(b) Rate Investigation and Other 
Costs—$5,915.28 


Minnesota’s Account 100.6 also in- 
cludes $1,770.60 of rate investigation 
costs and $4,144.68 of expenses in- 
curred by Minnesota in amending its 
charter. These costs, as Minnesota 
agrees, should be classified in Account 
107 pending disposition. 
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Disposition of the Write-up and 
Other Erroneous Charges to 
Plant Account 


[9] We have found that write-ups 
and other erroneous charges to plant 
account totaling $20,806,900.98 are 
properly classifiable in Account 107. 
The System of Accounts contemplates 
that amounts classified in Account 107 
shall rest there only temporarily. 
The purpose of that account is to 
collect and ear-mark inflation and 
other improper charges to the plant 
account pending a determination as 
to proper disposition. The text of 
Account 107 provides, among other 
things, that amounts included there- 
in “shall be disposed of as the Com- 
mission May approve or direct.” 

[10] We find that in accordance 
with sound principles of accounting 
the $130,174.02, representing the 
balance of Minnesota’s “Contingency 
Reserve” created by a charge to plant, 
should be disposed of by a charge 
in that amount to Minnesota’s “Con- 
tingency Reserve” thereby extinguish- 
ing the latter. 

[11] Of the total amount of the 
write-up created by the 1923 and 
1924 transactions, $926,350 repre- 
sents discount and expense on the 
bonds delivered by Minnesota to 
American in those  transactions.® 
These bonds were refunded in 1928, 
and it would therefore be proper to 
charge to surplus the full amount of 
the discount and expense so incurred. 
Under all the circumstances of this 
case, however, and in accordance with 


Minnesota’s practice at the time of 
refunding, based upon June 30, 1942, 
figures, we direct immediate charge- 
off to Account 271, Earned Surplus, 
of $639,206 of such amount of bond 
discount and expense, and the trans- 
fer of the balance of $287,044 to Ac- 
count 140, Unamortized Debt Dis- 
count and Expense, from which ac- 
count this amount shall be amortized 
Over a period not to exceed 100 
months from June 30, 1942 (repre- 
senting the remaining original life of 
the refunded bonds), by equal 
monthly charges to Account 531, 
Amortization of Debt Discount and 
Expense; provided, however, that 
Minnesota may accelerate such amor- 
tization by charges to Account 414, 
Miscellaneous Debits to Surplus. 

[12] We further find that of the 
total amount of the write-up created 
through the 1923 and 1924 transac- 
tions, $120,000 represents discount 
on the 35,000 shares of Minnesota’s 
7 per cent preferred stock and $739,- 
700 represents discount on the 65,000 
shares of Minnesota’s 7 per cent sec- 
ond preferred stock (now $6 pre- 
ferred stock) delivered by Minnesota 
to American as a part of the consid- 
eration for the assets transferred to 
it.2 We find that such discount, in 
the total amount of $859,700, should 
be transferred to Account 150, Dis- 
count on Capital Stock, and there- 
after accounted for as provided by 
our Uniform System of Accounts. 

[13] With respect to the $328,- 
910.37 classified in Account 107, re- 





‘Principal amount of Minnesota’s 
first and refunding mortgage 
gold bonds $12,300,000 

Cash value of above at date of de- 

11,373,750 


Discount on bonds 


6 Par Value of 100,000 shares of 
Minnesota’s 7% preferred and 
7% second preferred stock .... $10,000,000 
Cash value at dates of delivery to 
American 9,140,300 


48 PUR(NS) 





FEDERAL POWER COMMISSION 


presenting expenses incurred on the 
sale of Minnesota’s preferred stock 
delivered to American, we find that 
such amount should be disposed of 
from Account 107 by a charge to Ac- 
count 151, Capital Stock Expense, and 
thereafter accounted for as provided in 
our System of Accounts. 

[14] The foregoing dispositions 
leave a balance of $18,561,866.59 in 
Account 107 to be disposed of. That 
amount clearly has no place in the as- 
set accounts of the company. The 
problem is therefore presented of de- 
termining how the amount shall be 
disposed of; that is, the account, or 
accounts, against which the amount 
shall be charged off. 

When the foregoing inflation was 
recorded in the plant accounts, an off- 
setting credit was necessarily made 
to some other account, or accounts. 
The inflation arose in connection with 
security issues by the respondent to 
its parent company. It is obvious, 
therefore, that the offsetting credit 
was to a security account—bonds, 
preferred stock, or common stock. 
The facts show that the inflation was 
associated with the issuance of com- 
mon stock. 

Inasmuch as the inflation of the 
plant account was accompanied by a 
concurrent and equal inflation of the 
common stock account, it might seem, 
upon first consideration, that a simple 
and direct method of removing the 
inflation would be to reverse the 
entries by charging the remaining 
balance in Account 107 to the com- 
mon stock account. However, this 
would be tantamount to an involun- 
tary reduction of the book or stated 
value of the common stock, without 
the company having complied with 
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the procedures prescribed under the 
applicable state laws as well as the 
regulatory 


requirements of other 


bodies. 

Since this inflation is associated 
with the issuance of capital stock it 
could be charged to a capital surplus 
account. In the instant case there is 
no capital surplus. Despite this it has 
been suggested that such inflation 
might be written off to a nonexistent 
capital surplus thus creating a “capi- 
tal surplus deficit.” A “capital sur- 
plus deficit” (debit) existing along. 
side an earned surplus (credit) 
would produce an anomalous and con- 
fusing financial statement to say the 
least. If construed as a compulsory | 
reduction in the book or stated value 
of the common stock, this method 
would be subject to the same objec- 
tions as charging the inflation direct 
to the common stock account. If, on 
the other hand, the capital surplus 
deficit thus created is given no signifi- 
cance, such a disposition of the infla- 
tion would be the equivalent of no 
disposition. Even more important is 
the fact that such a confusing entry 
would cast considerable doubt upon the 
availability for dividend purposes of 
any amount in the earned surplus ac- 
count which was less than the “capital 
surplus deficit.” In this connection, 
it is appropriate to point out that § 305 
(a) of the act, 16 USCA § 825d(a) 
makes it unlawful “for any officer ot 
director of any public utility 
to participate in the making or paying 
of any dividends of such public utility 
from any funds properly included in 
capital account.” 

The only proper procedure under 
the circumstances is to order the re- 
maining balance in Account 10/ 
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($18,561,866.59) charged to Earned 
Surplus, with a condition, however, 
that the company may charge $14,- 
500,000 of that amount to a capital 
surplus created for such purpose. In 
the event the company avails itself of 
this proviso, the charge to Earned 
Surplus will leave a $1,000,000 bal- 
ance in that account which is the 
equivalent of one year’s preferred 
stock dividend requirements. 

This disposition is not inconsistent 
with the testimony of a company wit- 
ness, Mr. William H. Bell. 
Submission of Revised Reclassification 

and Original Cost Studies by Min- 

nesota 

[15] In the reclassification of ac- 
counts and original cost studies sub- 
mitted by Minnesota to this Commis- 
sion on December 31, 1940, Minne- 
sota failed in many respects to comply 


with the requirements of our System 
of Accounts and our order of May 


11, 1937. In addition to its failure 
to classify the write-up in its plant 
accounts in Account 107 and to sub- 
mit a plan for the disposition thereof, 
Minnesota did not utilize the records 
available to it in ascertaining original 
cost. Instead Minnesota disregarded 
such records and embarked upon the 
computation of an estimated original 
cost based upon conjecture and inval- 
id, improper, and unsupportable the- 
ories and assumptions which involved, 
among other things, reaccounting for 
general and administrative expenses 
contrary to the express prohibition in 
Electric Plant Accounts Instruction 
2-B of our System of Accounts. 
Such an estimated original cost can- 
not now, or in the future, be accepted 
as a substitute for cost where records 
are available, for legitimate estimates 


where records are not available, or for 
overhead costs recorded in accord- 
ance with managerial discretion, all as 
contemplated by our System of Ac- 
counts.” Minnesota has recognized 
that its studies require revision and 
has requested that it be afforded a rea- 
sonable time within which to complete 
and submit such revised studies with 
respect to the amounts in its plant ac- 
counts other than the $20,806,900.98 
disposed of herein. 

Based upon the representations 
made by Minnesota to this Commis- 
sion, Minnesota will be given six 
months from the date of service of the 
order we shall enter herein to prepare 
and submit revised reclassification and 
original cost studies in conformity 
with our requirements. 

An appropriate order will be issued 
in accordance with this opinion. 


Scott, Commissioner, concurring, 
in part: I concur in result only. 


DraPER, Commissioner, dissenting 
in part: I agree with the majority as 
to the amount of the inflation, but I 
regret that I cannot agree with them in 
their disposal of the amount of $18,- 
561,866.59 through Account 271, 
Earned Surplus, representing the ex- 
cess of recorded cost on “Minnesota’s” 
books over cost to “American.” 

It seems to me that in this proceed- 
ing we are seeking to correct account- 
ing records made at the time the trans- 
actions were recorded, and thus re- 
flect a true picture of the Minnesota 
Power & Light Company’s affairs. 
But in so doing we should protect the 
equities of those who have contribut- 
ed actual capital to the enterprise and 





7 In Re Carolina Power & Light Co. Docket 
No. IT-5701, Order of December 29, 1942. 
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have a right to partake, according to 
the amount put in, in the surplus prof- 
it of the company, and ultimately in 
the dissolution of it, in so much of the 
assets as remain unimpaired. 

It has become too much the habit to 
make all kinds of accounting adjust- 
ments through surplus without fully 
weighing the results of such action 
upon the equities of those who have 
in good faith put “hard cash” or its 
equivalent into an enterprise, i.e., as- 
sets with which to carry on its corpo- 
rate business, the dedication of which 
to the uses of the corporation is the 
foundation for the issuance of certifi- 
cates of capital stock, and which as a 
result of the dedication, becomes ir- 
revocably devoted to the satisfaction 
of all obligations of the corporation. 

Following disposal of part of the 
write-ups and other erroneous charg- 


es in Account 107, the majority opin- 
ion points out that: 

“The foregoing dispositions leave 
a balance of $18,561,866.59 in Ac- 


count 107 to be disposed of. That 
amount clearly has no place in the 
asset accounts of the company. The 
problem is therefore presented of de- 
termining how the amount shall be dis- 
posed of; that is, the account, or ac- 
counts, against which the amount 
shall be charged off. 

“When the foregoing inflation was 
recorded in the plant accounts, an 
offsetting credit was necessarily made 
to some other account, or accounts. 
The inflation arose in connection with 
security issues by the respondent to 
its parent company. It is obvious, 
therefore, that the offsetting credit 
was to a security account—bonds, pre- 
ferred stock, or common stock. The 
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facts show that the inflation was as- 
sociated with the issuance of common 
stock.” 

They further state: 

“Inasmuch as the inflation of the 
plant account was accompanied by 
a concurrent and equal inflation of the 
common stock account, it might seem, 
upon first consideration, that a simple 
and direct method of removing the in- 
flation would be to reverse the entries 
by charging the remaining balance in 
Account 107 to the common stock 
account.” 

However, they discard this “simple 
and direct method” and by order di- 
rect part of the amount to be charged 
to Earned Surplus and give the com- 
pany the option of charging the re- 
mainder to that account or to Capital 
Surplus if such a surplus is created. 

It is admitted by the majority that 
since this inflation is associated with 
the issuance of capital stock, it could 
be charged to a capital surplus ac- 
count, but they add “In the instant 
case there is no capital surplus.” Thus 
they reason that because of this situ- 
ation the amount representing a lia- 
bility of the company, although as ad- 
mitted, existing assets do not warrant, 
shall remain as such until an equiva- 
lent amount can be built up in the 
Earned Surplus Account from earn- 
ings. During the period required for 
such accumulation of funds, no divi- 
dends can be paid to the holders of the 
preferred stock—people who have paid 
in “hard cash,” except from the small 
balance (about one year’s require- 
ments) which will remain in the 
Earned Surplus Account by reason of 
the action of the majority. Therefore, 
the action of the majority will result in 
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building up an equity behind this com- 
mon stock which it is said represents 
an offsetting credit to an inflation 
amounting to $18,561,866.59 and, as 
| view it, at the expense of those who 
made the company possible by reason 
of their actual subscriptions thereto. 
After having told “American” that 
there is no equity behind its common 
stock, are they not saying, “Just wait 
a few years and we will provide the 
equity now nonexistent by impound- 
ing the earnings which would other- 
wise be paid to or belong to the stock- 
holders who have subscribed to the 
enterprise ?”” 

In my opinion the amount in ques- 
tion should be charged to the Com- 
mon Stock Account, thus correcting 
the original erroneous entry, and not 
as proposed to Earned Surplus. 

SEAVEY, Commissioner, concur- 
ring: I concur fully in the opinion 
of the majority. 

The situation here is a difficult one 
because it may involve procedures 
beyond the scope of accounting. It is 
rooted in the actual issuance of stock 
in 1923 and 1924 back of which there 
is only control and no_ substantial 
equity and upon which fictitious basis 
the book accounts were inflated. 

The dissent would have this Com- 
mission, which has no statutory con- 
trol over the stock, write the amount 
in question off the books through the 
common stock account, leaving the 
amount of stock outstanding in con- 
flict with the amount reflected on the 
books. The amount of stock of a 
corporation cannot be reduced by the 
simple process of an accounting en- 
try. As indicated in the majority 


opinion, appropriate procedure under 
the laws of the domicile of the cor- 
poration should be observed. 

I am of the belief that the proposal 
in the dissenting opinion would not 
accomplish the result sought. If the 
inflation is charged to the common 
stock account obviously impairment 
of common stock is disclosed. Un- 
doubtedly the directors would not 
declare dividends in face of such dis- 
closed capital impairment. Thus, the 
only relief which here can be afforded 
preferred stockholders by this Com- 
mission is that set forth in the major- 
ity Opinion. 

Aside from the futility of the ac- 
tion proposed by the dissent, the 
Commission, I believe, would be ex- 
ceeding its legal authority. However, 
much temptation may have urged it, 
this Commission has up to the pres- 
ent time diligently attempted to stay 
within the clear mandate of the law 
governing it, and I concur in the de- 
cision of the majority to continue 
that policy. 


Draper, Commissioner, dissenting 


(supplemental): As stated by me 
this is a proceeding to correct the ac- 
counting records of the respondent. 
This, I believe, is recognized by all of 
us and the only difference between the 
majority and me is in respect to the 
method to be followed. 

My position is based upon my ac- 
ceptance of the doctrine laid down by 
the Supreme Court of the United 
States that “a power of government 
which actually exists is not lost by 
nonuse.” The fact, therefore, that 
the power of regulating the manner 
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of keeping the accounts by this com- 
pany was not exercised for twenty 
years after the erroneous entry was 
made is unimportant. Nor does it 
affect the case, that before the power 
was exercised the company had issued 
the common stock and made the en- 
tries here in question. The respond- 
ent was subject at all times to laws, 
such as the Federal Power Act, which 
the Congress of the United States 
might from time to time enact. 


Therefore, it seems clear that there 
is ample legal authority to support my 
position. 


ORDER 


Upon consideration of the previous 
orders in this proceeding, the reclas- 
sification of accounts and original 
cost studies submitted to this Com- 
mission by Minnesota Power & Light 
Company (hereinafter called ‘“Min- 
nesota’”’), the staff report, the stipula- 
tion of October 1, 1942, Minnesota’s 
response to the order to show cause 
of February 3, 1942, and other doc- 
uments filed, and having on this date 
made and entered its Opinion No. 89 
with findings, which is incorporated 
by reference as a part hereof: 


The Commission orders that: 

(A) Minnesota transfer from Ac- 
count 100.6, Electric Plant in Process 
of Reclassification, to Account 107, 
Electric Plant Adjustments, an 
amount of $20,806,900.98 ; 


(B) Minnesota dispose of the 
amount of $20,806,900.98, established 
in Account 107, as follows: 
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To Account 150, Discount en 
Capital Stock, representing 
discount on the 7% preferred 
stock and 7% second preferred 
stock (now $6 _ preferred 
stock) delivered by Minnesota 
to American 

To Account 151, Capital Stock 
Expense, representing expense 
incurred on the 7% preferred 
stock and the $6 preferred 
stock 


To Minnesota’s “Contingency 
Reserve” account, representing 
the balance of the contingency 
reserve created by a charge to 
plant 

To Account 140, Unamortized 
Debt Discount and Expense, 
representing the bond discount 
and expense incurred in con- 
nection with the bonds deliv- 
ered by Minnesota to Ameri- 
can, which is amortizable over 
a period of 100 months ending 
with October 31, 1950, by 
monthly charges to Account 
531, Amortization of Debt 
Discount and Expense; pro- 
vided, however, that Minne- 
sota may accelerate such 
amortization by charges to 
Account 414, Miscellaneous 
Debits to Surplus 

To Account 271, Earned Sur- 
plus, representing the balance 
of bond discount and expense 
incurred on bonds delivered by 
Minnesota to American ... 

To Account 271, Earned Sur- 
plus, representing a portion of 
the excess of recorded cost on 
Minnesota’s books over cost to 
American 

To Account 271, Earned Sur- 
plus, or, if created for such 
purpose, to Account 270, Cap- 
ital Surplus, representing the 
balance of the excess of re- 
corded cost on Minnesota’s » 


130,174.02 


287,044.00 


639,206.00 


4,061,866.59 


books over cost to American 14,500,000.00 


$20,806,900.98 


(C) Minnesota prepare and sub- 
mit to this Commission, within six 
months from the date of this order, 
revised reclassification and original 
cost studies respecting the amounts 
in its plant accounts other than the 
$20,806,900.98 disposed of herein, in 
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conformity with the requirements of 
the Commission’s Uniform System 
of Accounts and its order of May 11, 
1937; upon condition that Minnesota 
submit monthly reports, in duplicate, 
to the Commission, within ten days 
after the close of each calendar month 
from the date hereof, showing in de- 
tail the progress made during the 
preceding month concerning its com- 
pliance with such requirements ; 

(D) Minnesota submit certified 


copies of the journal entries required 
under the provisions of paragraphs 
(A) and (B) hereof within sixty 
days from the date of this order. 

(E) The provisions of this order 
are not to be construed as dispensing 
with the necessity for full compliance 
with the requirements of the Public 
Utility Holding Company Act of 
1935 and the rules, regulations and 
orders issued by the Securities and 
Exchange Commission. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE 
DIVISION, PUBLIC SERVICE COMMISSION 


Re Consolidated Edison Company of 
New York, Incorporated et al. 


[Case 10956.] 


Labor, § 2 — Jurisdiction of Commission. 
1. The Commission has no authority to deal with purely labor questions or 
with problems of unemployment, since the concern of the Commission is 
rather with rates and service, obtaining for consumers adequate service at 
the lowest possible rates and promoting economies to prevent rate in- 
creases, p. 17. 


Evidence, § 1 — Record as controlling — Subsequent changes. 


2. A proceeding must be determined on the record regardless of whether 
conditions have materially changed since the conclusion of hearings, p. 20. 


Payment, § 20 — Bimonthly ineter reading and billing — Savings. 
3. Good and sufficient reasons for applying a bimonthly meter reading 
and billing plan are shown when there is a substantial saving in operating 
expenses, only a relatively small increase in income (which would be large- 
ly reduced if consumers would read their own meters on off months), con- 
sumers would save trips to the company offices to pay bills, and those who 
pay by check or money order would send only half as many payments, 
p. 20 

Payment, § 20 — Bimonthly meter reading and billing — Indefinite plan. 
4. Provisions for bimonthly meter reading and billing should be can- 
celed when they are indefinite with respect to the practices they permit, 
allowing the company to apply one of many different plans in all or parts 
of the territory and making the company the sole judge of which plan or 
plans shall be used, p. 21. 
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Payment, § 20 — Bimonthly meter reading and billing — Intermediate reading by 


customer. 


5. A plan for bimonthly meter reading and billing should provide that any 
customer may read his own meter and be billed each month according to 
the meter reading, the company supplying forms upon which the reading 
of the meter may be noted and the form returned to the company, p. 21. 


[March 2, 1943.] 
ROCEEDING as to certain changes im tariff schedules relating 
to bimonthly meter reading and billing; proposals disap- 
proved and modified plan approved. 


APPEARANCES: Gay H. Brown, 
Counsel (by Raymond J. McVeigh, 
Assistant Counsel, and George E. Mc- 
Vay, Assistant Counsel), for the Pub- 
lic Service Commission; Whitman, 
Ransom, Coulson & Goetz (by Jacob 
H. Goetz and E. D. Kyle), New York 
city, Attorneys, for Consolidated 
Edison Company of New York, Inc., 
Brooklyn Edison Company, Inc., 


New York & Queens Electric Light 
& Power Company, and Westchester 


Lighting Company; Herman E. 
Cooper, New York city, Counsel for 
Brotherhood of Consolidated Edison 
employees; Robert Heaton, Brooklyn, 
for Sweeney Realty Company ; Harold 
Moss, Brooklyn, an employee and 
consumer; Ludwig G. Anger, Bronx, 
a consumer; George Rudolph, New 
York city, President, Western Elec- 
tric Employees Association, and a 
consumer of gas and electricity; 
Eugene Teeter, New York city, Na- 
tional Representative of Utility Work- 
ers Organizing Committee affiliated 
with the CIO and a consumer; 
Bernard S. Schwartz, New York 
city, a consumer; S. E. Miller, New 
York city, a consumer; Maurice 
Forge, New York city, for Transport 
Workers Union of America, and a 
consumer in Queens; Raymond Car- 
roll, Amalgamated Utility Workers, 


affiliated with the UWCC of the CIO, 
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New York city; James J. McCoy, 
New York city, consultant and con- 
sumer, representing consumers of 
Consolidated Edison Company of 
New York, Inc., and New York & 
Queens Electric Light & Power Com- 
pany; William D. Basler, Hollis, 
Long Island, Attorney, for Central 
Civic Association of Hollis, Inc.; S. 
Palmer, New York city, for Inter- 
boro Electric Light & Power Com- 
pany, Hearst Properties, United 
Cigars Company, and others; Herman 
B. Zipos, New York city, Attorney, 
for Civic Committee, 2nd Zone, 2nd 
A. D., Democratic Club of Queens; 
Dennis P. Sullivan, Brooklyn, Presi- 
dent, Local 6, Brotherhood of Con- 
solidated Edison Employees; Jack 
Stillman, St. Albans, Long Island, 
President, Hollis-St. Albans Civic 
Association, Inc.; Mrs. Mary Heim- 
buch, Bronx, Recording Secretary, 
Throggs Neck property owners and 
Welfare Association, appearing in 
opposition; Anthony DeSeta, Ridge- 
wood, New York, Vice President, 
Ridgewood Property Owners, ap- 
pearing in opposition; John Hall, 
Glendale, Ridgewood, President of 
Associated Organizations of Ridge- 
wood, appearing in opposition ; Frank 
T. Wood, New York City, a con- 
sumer; Morris Feinstein, Brooklyn, 
N. Y., a consumer. 
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Van NAMEE, Commissioner: The 
companies filed revised leaves of elec- 
tric schedules and a new gas schedule 
August 13, 1942, to be effective Sep- 
tember 12, 1942. Certain provisions 
relating to meter reading and billing 
have been suspended until July 4, 
1943; four hearings have been held, 
496 pages of testimony taken, and 7 
exhibits received in evidence. 

The companies furnish electric 
service in all of Brooklyn and both 
gas and electric service in all of Man- 
hattan and the Bronx and in a con- 
siderable part of Queens. 


The Proposal 


The pertinent metering and billing 
provisions for electric service which 
were filed and suspended are quoted 
below. Similar provisions were also 
filed and suspended for gas service: 


“(f) Meter Reading and Billing 


Period: Unless otherwise specified 
in this rate schedule, rates and charges 
are on a monthly basis. The period 
of twenty-eight to thirty-three days is 
considered a month for billing pur- 
poses. The company prepares sched- 
ules in advance for reading meters at 
intervals of twenty-eight to thirty- 
three days. The company may sched- 
ule meter readings and read meters at 
intervals longer than twenty-eight to 
thirty-three days, but not exceeding 
sixty-six days, where no demand 
meter is installed for billing purposes. 
Where the company schedules meter 
readings at intervals other than 
twenty-eight to thirty-three days, the 
applicable monthly charges for serv- 
ice will be correspondingly adjusted. 
The company reserves the right to 
read meters and render bills at any 
other interval of time.” 


“(g) Proration of Monthly Rates 
and Charges: Where the company 
renders a bill for other than a sched- 
uled period, the monthly rates and 
charges will be prorated to the near- 
est tenth of a month (three days) ; 
except that a customer, who ter- 
minates service less than twenty-eight 
days after the commencement of serv- 
ice, will be billed for a month. When 
meters have been read off-schedule for 
one or more billing periods, the com- 
pany will, upon obtaining a scheduled 
meter reading, compute the bill so 
that the number of tenths of a month 
billed for the interval since securing 
the last preceding scheduled meter 
reading will equal the number of 
tenths of a month contained in the 
whole number of elapsed scheduled 
billing periods.” 

“(i) Interim Bills: Where the 
company schedules meter readings for 
periods longer than twenty-eight to 
thirty-three days, the company may 
render interim bills on account of 
electric service supplied, and the 
amount of the interim bill or bills 
paid will be credited upon the bill 
thereafter rendered for the full use of 
service shown by the meter readings 
at the beginning and end of such 
period.” 

The provisions would permit the 
companies to schedule meter readings 
for any period up to sixty-six days 
where no demand meter is installed 
for billing purposes. Where meters 
are read at intervals other than twenty- 
eight to thirty-three days the applica- 
ble monthly charges would be “cor- 
respondingly adjusted.” Where bills 
are rendered for other than a scheduled 
period the monthly rates would be 
prorated to the nearest one-tenth of 
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a month (three days). When read- 
ings are scheduled for longer than 
twenty-eight to thirty-three days the 
companies may render an interim bill 
which would be credited upon the bill 
rendered thereafter for the full use 
of service during the extended period 
as shown by the meter readings. 

These provisions would, according 
to testimony of Mr. Robert Grove, 
vice president of three of the com- 
panies and head of the companies’ 
commercial relations department 
which is operated as a unit for all the 
companies, permit the companies to 
continue the present plan of monthly 
meter reading and billing or to apply 
one or more of many other plans. 
In fact, he described seven different 
plans, any one of which he said he 
thought could be applied without any 
change in the provisions. 

Mr. Grove later made a specific 
proposal to the effect that the Brooklyn 
Edison Company be permitted to 
make effective at once bimonthly 
meter reading and bimonthly billing. 
This plan would be held in abeyance, 
he said, for Manhattan, Bronx, and 
Queens until the effects of the plan 
are determined from the experience 
obtained in Brooklyn, unless the per- 
sonnel situation should require an 
acceleration of the plan in other dis- 
tricts. The plan is being used now 
by the Brooklyn Union Gas Com- 
pany and the Brooklyn Borough Gas 
Company, and Brooklyn has been se- 
lected by the system companies for 
trial of the plan for electric service 
because consumers in Brooklyn are 
familiar with it, according to the 
witness. 

The proposal for bimonthly meter 
reading and billing has been made, 
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Mr. Grove declared, after carefy 
consideration by him of several alter- 
natives. He testified that he has been 
actively studying the subject of meter 
reading and billing since immediately 
after the outbreak of the war, and 
that he has surveyed the results under 
various plans in many large cities in 
the country. He stated that the plan 
proposed would be of substantial aid 
in conserving equipment and man 
power and in reducing costs. 


Reasons for the Proposal 


Since the date of the Selective 
Service Act, October 16, 1940, the 
Commercial Relations Department of 
the system companies has been losing 
employees due to selective service and 
war work at the rate of about 275 
per year, which is in addition to the 
normal exodus of approximately 300 
per year due to resignations and 
other causes, according to figures 
presented by Mr. Grove. He estimat- 
ed that the proposal would do away 
with 1,109 jobs if it became effective 
for all the companies, and that 238 
of the jobs are meter reading, 82 
billing, 439 bookkeeping, 288 collect- 
ing, and 62 other work; 267 of the 
jobs are in Brooklyn. 

Mr. Grove declared that he based 
his study of the reduction in jobs 
upon a compilation of the number of 
man hours used in each job classifica- 
tion under the present plan of monthly 
meter reading and billing and an esti- 
mate of the number of correspond- 
ing man hours under the bimonthly 
plan. 

Mr. Pachler, president of Local 
1-2 Brotherhood of Consolidated 
Edison Employees also estimated the 
savings in personnel. He had been 
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with the Edison Company for seven- 
teen years in bookkeeping and billing 
work and is familiar with the operat- 
ing methods of the company with re- 
spect to meter reading and billing. 
He estimated that bimonthly billing 
would reduce meter reading and other 
work related thereto by 40 per cent. 
He testified that he applied the 40 
per cent reduction to the personnel 
in each of the fifteen or sixteen di- 
visions in the commercial relations de- 
partment where he thought 40 per 
cent of the work would be eliminated 
and thereby obtained a reduction in 
employees of 1,500 to 2,200. 


Personnel replacements for the 
commercial relations department dur- 
ing the past several months have been 
obtained from other departments, but 
according to the testimony Mr. Grove 
said the employee shostage in the 


Consolidated Edison system is be- 


coming acute. He declared that some 
meter readers are needed, and that 
the exodus of employees in Brooklyn 
requires that something be done 
there. 


He stated that there was a possible 
loss of nearly half of the male em- 
ployees in his department due to se- 
lective service requirements based up- 
on age classification and dependents, 
but without consideration of rejec- 
tions for physical reasons. Male 
employees in his department under 
forty-five numbered 2,501 as of 
November 14, 1942, he said: 948 had 
no children, 1,553 had dependents or 
children, and the average age of the 
2,501 employees was thirty-five years 
according to his figures. 

Neither Mr. Grove nor Mr. Low, 
vice-president of the Consolidated 
Edison Company and in charge of 
[2] 


industrial relations, 
other pertinent information about 
men in Mr. Grove’s department. 
Each stated under examination by 
Mr. Cooper that he did not know 
how many men in the commercial 
relations department are classified as 
1—A or 3—A with respect to the draft, 
although every employee is instruct- 
ed, according to Mr. Low, to prompt- 
ly notify the company of his classifi- 
cation and any change therein. 

Neither Mr. Grove nor Mr. Low 
has considered hiring men _ over 
forty-five to read meters although 
Mr. Grove testified that men up to 
sixty years could be used if they are 
in good physical condition and have 
good eyesight. 

Mr. Grove stated that meter read- 
ing is a man’s job rather than a 
woman’s due to the fact that it re- 
quires almost continuous walking 
and requires going into all sections 
of the city. Consequently, only about 
three women are being used by the 
system companies as meter readers, 
and their use is still experimental. 


Union representatives expressed 
concern about the plan creating un- 
employment, but Mr. Grove stated 
that the plan would be applied gradual- 
ly and the companies expect that the 
reduction in jobs would be taken care 
of through the exits of employees for 
other reasons. 

[1] The union representatives also 
expressed concern about there being 
1,100 fewer jobs for men to return 
to after the war. Mr. Grove stated 
that employees who leave to go into 
military service or defense jobs are 
told that upon their return from such 
activities the company will reinstate 
them in their former position, if it 
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still exists, “or in a position of like 
seniority, status, or pay unless the 
company’s circumstances have so 
changed as to make it impossible or 
unreasonable to do so.” 

Mr. Grove did not conjecture what 
would happen after the war with re- 
spect to whether the present plan 
would be reéstablished and whether 
there would be less need for meter 
readers then. Mr. Low could not 
say whether the plan is exclusively 
a wartime measure because he cannot 
predict what will happen after the 
war. 


The Commission has already point- 
ed out in its opinion in Case 10928, 
infra, 48 PUR(NS) —, concerning 
the Brooklyn Union Gas Company, 
which case also dealt with the ques- 
tion of meter reading and billing, 
that the Commission has no authority 
to deal with purely labor questions 
or with problems of unemployment. 
The concern of the Commission is 
rather with rates and service, obtain- 
ing for consumers adequate service 
at the lowest possible rates and pro- 
moting economies to prevent rate 
increases. 


Effect on Expenditures 


Mr. Grove estimated that  bi- 
monthly meter reading and billing 
would save in the system company 
here involved $2,095,000 in wages 
and $283,000 in supplies and expenses, 
but that these savings would be re- 
duced by approximately $388,000 
due to an increase in uncollectible 
bills. The estimated net savings 
would then be $1,990,000. He stated 
that he did not include any reduction 
in the Social Security tax or the State 
Unemployment Insurance, or in group 


48 PUR(NS) 


insurance contribution, nor any in- 
crease in payment of retirement al- 
lowances for employees who might 
be entitled to them. 

Mr. Pachler also estimated savings 
under the plan. He testified that 
there would be a minimum savings 
of over $2,000,000 annually in wages 
and another $1,000,000 would be 
saved in postage, carfare, printing, 
and other things. He said his figures 
were approximate, and that he was 
concerned mainly with the effect of 
the plan upon the personnel. 


Effect on Bills and Revenues 


A considerable part of Mr. Grove’s 
testimony dealt with the effect of bi- 
monthly billing upon bills and reve- 
nues. In order to estimate these ef- 
fects upon residential service he had 
a sample taken of one-tenth of one 
per cent of the bills in October, 1941, 
in each of about 10-kilowatt hour 
blocks in each of the four boroughs. 
According to his testimony the 
monthly consumption of each of these 
customers who had _ consumption 
throughout the twelve months be- 
ginning with June, 1941, and ending 
with May, 1942, was obtained, giv- 
ing a total of about 23,000 bills in 
the sample. Monthly and bimonthly 
billing were applied to the bills; the 
two months’ billing basis was ap- 
proximated by taking June and July, 
then the next two months, and so on, 
by multiplying the kilowatt hours in 
each of the rate steps by 2. 

The testimony indicates that there 
was a net average increase of 5 cents 
per year for each of the residential 
customers in the sample and that this 
would mean an increase in annual 
revenue of about $93,600, estimated 
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by applying the average increase of 
5 cents to the 1,869,000 residential cus- 
tomers. The annual revenue for 
these customers is $61,000,000. The 
percentage increase is therefore .0015 
per cent. The figures applying to the 
Brooklyn Edison Company alone are 
an annual saving of $516,100 and an 
increase in annual revenue of ap- 
proximately $35,000. 

The effects on annual revenue were 
also estimated by Mr. Grove by ap- 
plying bimonthly billing to the aver- 
age residential bill during the twelve 
monthly billing periods of 1941. 


Exhibit 4 purported to show that if 
the bimonthly bill began with Febru- 
ary residential customers would be 
increased by about $36,000 annually. 
Exhibit 5 purported to show that the 
effect could be different if one starts 
bimonthly billing with q different 


month because it indicated an increase 
of approximately $93,000 annually 
by starting with January. This 
estimate checks with that obtained 
by the bill sampling method, and Mr. 
Grove stated he thought it represent- 
ed the maximum increase. 


The increase to the bimonthly res- 
idential bills in the sample begin with 
1 cent and go up to 75 cents or 80 
cents with the majority falling be- 
tween 1 cent and 30 cents, according 
to Mr. Grove. Approximately 27.6 
per cent of the bimonthly bills in the 
bill sample were increased, he said, and 
he estimated that this percentage 
would represent about 500,000 cus- 
tomers. He explained that many of 
them might be increased one month 
and not another month, however. 
About 15 per cent of the bimonthly 
bills were decreased and 57 per cent 
were unchanged. 
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Increases or decreases are caused 
under bimonthly billing by each 
month’s consumption being in differ- 
ent rate blocks, and generally the 
greater increase or decrease occurs 
with the wider fluctuations. Mr. 
Pachler read into the record several 
months’ bills of four accounts each 
with considerably greater fluctuations 
than the average variation of all cus- 
tomers which Mr. Grove used for his 
estimates. Mr. Pachler pointed out 
an individual bimonthly bill increase 
of 38 cents, and there may have been 
greater increases for these accounts 
to which he did not point. 

While Mr. Pachler pointed to what 
he considered to be large individual 
bill increases, he did not directly at- 
tack Mr. Grove’s estimate of an over- 
all increase in annual revenue of 
approximately $93,000. Mr. Pach- 
ler’s survey included only about 
twenty customers, although he de- 
clared he could have gotten 300 to 
500 accounts with sufficient time. 

Mr. Anger, who is a consumer, 
brought out by cross-examination of 
Mr. Grove that if a customer used 
0 kilowatt hour one month and 296 
kilowatt hours the next, the proposed 
bi-monthly billing plan would increase 
him from $10.07 to $12.03, or ap- 
proximately 20 per cent. 

The Throggs Neck Property Own- 
ers and Welfare Association, through 
its representative, Mrs. Mary Heim- 
buch, objected to any increase, even 
if it is only a penny. 

Mr. Grove estimated that the bi- 
monthly meter reading and billing 
plan would reduce the annual revenue 
from general service by $400. He 
based this estimate upon a sample of 
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bills similar to the sample of residen- 
tial bills. 

Bimonthly billing would approxi- 
mately double each customer’s pay- 
ment and reduce the number of pay- 
ments by half. Mr. Schwartz, who 
is a consumer, urged that the larger 
payment would create a hardship for 
many customers. Mr. Grove stated 
that the companies would be willing 
to accept budget payments from cus- 
tomers to be applied on their accounts 
in order to prevent any such hardship. 


He presented figures to show that 
the proportion of small residential 
bills is surprisingly large. For elec- 
tric service 60 per cent of the monthly 
bills are $3 or less, 35 per cent are $2 
or less, and 8 per cent are $1 or less, 
and for gas service 88 per cent of 
the monthly bills are $3 or less, 61 
per cent are $2 or less, and 35 per 
cent are $1 or less. The monthly use 
of the model residential customers, 
that is the consumption block in which 
the largest number of customers fall, 
is only 20 kilowatt hours of electric 
service and 800 cubic feet of gas serv- 
ice, and a bimonthly bill for such a 
customer would be only $4.66. 

The increases which might occur 
due to bimonthly billing could be pre- 
vented by the customer reading his 
own meter, sending in the reading to 
the company, and being billed in ac- 
cordance with this reading. The pro- 
posed provisions, however, provide 
for no such practice. 


Certain Effects Not Determined 


Mr. Grove has not estimated the 
effect of the plan on several other 
items which affect customers because 
he first wanted to have experience 
under the plan in Brooklyn. These 
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items include possible increase jn 
number of deposits, time to allow 
for sending out cutoff notices for 
nonpayment, increase in the number 
of cutoffs for nonpayment, and com. 
plaints from customers that their 
meter was read incorrectly or that the 
previous occupant rather than they 
used the electricity. He said he is 
also considering whether the plan 
would require more collectors to col- 
lect the money. 

There was no testimony offered 
about the effect of himonthly meter 
reading or billing or of any other plan 
upon gas service. It appears that 


most of the gas customers would have 
no change or else receive a reduction 
of about 1 cent per bimonthly bill. 
There are, however, possibilities of 
increases amounting to $1 or more. 


The application of bimonthly meter 


reading and billing to gas service is 
complicated by the fact that there 
is a rate for meter-reading periods 
ending during the months of May, 
June, July, August, September, and 
October, and a relatively higher rate 
for use during the other months in 
excess of 3,000 cubic feet for residen- 
tial service and in excess of 5,000 
cubic feet for general service. There 
is no testimony about how the com- 
panies would handle bimonthly meter 
reading and billing for a customer 
passing from the winter period to the 
summer period or from the summer 
period to the winter period. This is 
not a serious complication, however, 
as by far the greater number of res- 
idential consumers use less than 3,000 
cubic feet a month. 


Conclusion 
[2, 3] It may be that conditions 
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have materially changed since the 
conclusion of the hearings, but this 
proceeding must be determined on 
the record. The record contains 
good and sufficient reasons for apply- 
ing a bimonthly meter reading and 
billing plan in Brooklyn. The saving 
to the company is approximately 
$516.100 annually. The estimated 
increase in income would not be more 
than $35,000 and this would be 
largely reduced if consumers would 
read their own meters on the off 
months. Fifty per cent of the con- 
sumers in Brooklyn pay their bills 
personally at the offices of the com- 
pany and by this plan would, there- 
fore, save six trips yearly. Those 
who pay by check or money order 
would send such payments six times 
a year instead of twelve as at present. 

[4, 5] The suspended provisions 
allow too much latitude and choice to 
the company as to the method it may 
adopt for meter reading and billing. 
All the suspended provisions should 
be canceled as they are too indefinite 
with respect to the practices they per- 
mit. If they were to become effective, 


the company could apply any one of 
the many different plans in all or 
parts of their territory and the com- 
pany would be the sole judge of 
which plan or plans they were to use. 
If the company proposes later to ex- 
tend the plan to other areas than 
Brooklyn, this extension should be 
considered by the Commission at that 
time. The provisions to be made ef- 
fective in Brooklyn should definitely 
state the company’s practice and 
should also provide that any customer 
may read his own meter and be billed 
each month according to the meter 
reading. The company should send 
to any customer requesting a supply 
of forms upon which the reading of 
the meter may be noted and the form 
returned to the company. This would 
render impossible any increase to any 
such customer by reason of the 
change in method of meter reading 
and billing. 

The new provisions should be filed 
on statutory notice and be accompanied 
by an affidavit of notification to the 
Office of Price Administration. A 
proper order is hereunto annexed. 
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Consumers 


Westhoff Light & Power Company 


[Case No. 10177.] 


Return, § 88 — Electric utility — Depreciation. 
1. Depreciation and return of 9 per cent would not be excessive in the 
case of an electric utility where the prime movers in the generating plant 
are small internal combustion engines which require relatively large allow- 
ances for depreciation reserve, p. 23. ; 
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Rates, § 134 — Reasonableness — Comparisons. 


2. Comparisons are not controlling in the fixing of rates for electric sery- 
ice, although they are interesting and aid sometimes in the study of rate 


structures generally, p. 23. 


[March 26, 1943.] 


ETITION by consumers for reduction in electric utility rates; 
petition dismissed. 


By the Commission: This case is 
before the Commission upon the com- 
plaint of some forty-three users of 
the electric service furnished by the 
Westhoff Light and Power Company 
of O'Fallon, Missouri, to residents 
and business concerns in that city. 
The complaint is against the rates 
charged by the defendant for electric 
light and power service furnished in 
said city. 

Upon receipt of the complaint, in 
the form of a petition, the Commis- 
sion entered upon a formal investiga- 
tion of the rates charged, and for the 
purpose of giving the complainants 
an opportunity to be heard. Due 
notice of the hearing date was given 
to all interested parties and the hear- 
ing was held in Jefferson City at the 
office of the Commission. The case 
was submitted upon the record then 
made. 

The evidence shows that sometime 
prior to September 30, 1941, the de- 
fendant was operating a local direct 
current electric generating plant in 
the city of O’Fallon and furnishing 
electric service by the distribution of 
direct current. The business was 
then conducted as a co-partnership. 
The management of that system had 
at that time determined a new generat- 
ing plant should be constructed. As 
a part of the program the owners of 
the electric system incorporated the 
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electric utility business as of July, 
1941. The system was rebuilt for 
the generation and distribution of 
electric service in the form of alternat- 
ing current. 


Before incurring a funded debt for 
the purchase of the new equipment 
the defendant informed the city and 
the customers that as soon as the 
new generating plant and distribution 
system was constructed and in opera- 
tion it would file with the Commission 
a lower schedule of rates than was 
then charged. 


The rates in effect before the re- 
construction of the plant and the 
system were as follows: 


COMMERCIAL LIGHTING 
(Residence and business) 
For the first 50 kilowatts per month, 
per kw. hr., net 
For the next 50 kilowatts per month, 
per kw. hr., net 
For all in excess of 100 kilowatts per 
month, per kw. hr., net ' 
The minimum charge shall be $1.00 per month. 


The new rates put into effect Sep- 
tember 30, 1941, after the new sys- 
tem had been placed in operation were 
as follows: 


RESIDENTIAL SERVICE 


First 50 kw. hr. used per month @ 9¢ per 
kw. hr. 

Next 50 kw. hr used per month @ 6¢ per 
kw. hr. 

Next 900 kw. hr. used per month @ 4¢ per 


kw. hr. 
All over 1,000 kw. hr. used per month @ 3¢ 
per kw. hr, 
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COMMERCIAL SERVICE 
First 50 kw. hr. used per month @ 9¢ per 
kw. hr. 
Next 50 kw. hr. used per month @ 6¢ per 
kw. hr. 
Next 900 kw. hr. used per month @ 4¢ per 


Al ever 1,000 kw. hr. used per month @ 3¢ 
per kw. hr. 

It is against the new rates that the 
complaint in this case is lodged. 

Considerable testimony was given 
by individuals who are customers of 
the defendant expressing their dis- 
satisfaction with the rates they are 
now obliged to pay for the service. 
The defendant took the position 
throughout the hearing that it is un- 
able to reduce its rates at all because 
of the effect it would have on the 
revenues. It submitted an appraisal 
made by its engineering firm who had 
reconstructed the system for it. The 
appraisal showed a reproduction cost 
of $62,193. The depreciated value 
of the system as shown by the ap- 
praisal at the time of the hearing was 
$48,693. 

The secretary and treasurer of 
the company stated that for the 
period of from July 1, 1941, to De- 
cember 31, 1941 (the first six months 
of operation after the new plant was 
constructed) it had received revenues 
in the amount of $4,703. The operat- 
ing expenses incurred during that 
same period amountd to $3,068 leav- 
ing net earnings of $1,635 out of 
which to pay taxes in the amount of 
$258, leaving $1,077 for depreciation 
and return on the investment. At 
that rate of earning it would realize 
$2,154 for depreciation and return on 
the investment of some $48,000, or 
practically 44 per cent. That can- 
not be considered as an excessive re- 
turn for both depreciation and return 
on the property. 


[1] The defendant’s engineer 
makes the only proof of the value 
of the plant. However, his inventory 
gives a description of the equipment 
used in the make-up of the plant and 
distribution system. The prime 
movers in the generating plant are 
small internal combustion engines. 
Taking the plant property at half of 
the depreciated value claimed the 
amount available for depreciation and 
return (9 per cent) would not be ex- 
cessive for this type of equipment. 
Small internal combustion engine 
plants require relatively large allow- 
ances for depreciation reserve. 


[2] Some comparisons were made 
by both complainants and defendants 
with rate schedules charged in other 
cities and towns. In some instances 
the bills for the service were more 
than is charged in O’Fallon for a like 
amount of current, but in most in- 
stances the rates were lower than the 
rates charged by the defendant. 
Such comparisons, however, are not 
controlling in the fixing of rates for 
electric service. Comparisons, of 
course, are interesting and aid some- 
times in the study of rate structures 
generally, but are not the basis on 
which rates must be made. 

A great deal of testimony was 
given by the users of the service at 
O’Fallon to the effect that the pres- 
ent rate schedule is not designed to 
encourage the use of electric service, 
particularly in the homes. It be- 
comes evident when looking at the 
rate schedule that the first 100 kilo- 
watt hours will cost the customer 74 
cents, and the next 900 kilowatt hours 
used will cost 4 cents. Any amount 
used in excess of 1,000 kilowatt hours 
will cost 3 cents per kilowatt hour. 
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It is an unusual customer that will 
use over 1,000 kilowatt hours, par- 
ticularly in a small community like 
O’Fallon. The Commission has sug- 
gested to the defendant that it file 
as an optional schedule, a rate that 
will encourage a greater use of elec- 
tric service in the homes and enable 
the customers to use additional ap- 
pliances which are a part of the 
modern conveniences of the house- 
hold. Since the hearing the defend- 
ant has submitted a rate schedule that 
it is willing to file. The schedule 
offered is as follows: 
$3.00 minimum with 35 kw. hr. 


.05 per kw. hr. for next 35 kw. hr. 
.03 per kw. hr. for excess 


In studying that schedule it will 
be noted that the first 35 kilowatt 


hours used per month will be $3, the 
next 35 kilowatt hours used per 


month 5 cents per kilowatt hour, 
and all in excess 3 cents per kilowatt 


hour. That will afford a material 
saving to customers whose bills run 
from $4 to $5 per month or more. 
and who have equipment that they 
do not now feel free to use. 
References were made to the sched- 
ules filed by the utilities serving the 
towns of Wentzville and Piedmont, 
Missouri. Those cities are much 


larger than O’Fallon and are served 
by sources of supply that come from 
much larger generating plants. 

The commercial lighting rate at 
Wentzville is as follows: 


COMMERCIAL SERVICE 
$1.00 net per month minimum, which includes 

10 kw. hr. or any part thereof used per 
month. 

83¢ net per kw. hr. for the next 40 kw. hr, 
used per month. 

73¢ net per kw hr. for the next 50 kw. hr. 
used per month. 

4¢ net per kw. hr. for the next 100 kw. hr. 
used per month. 

3¢ net per kw. hr. for all additional use, 


It again depends somewhat on the 
quantity of electric service used as 
to which is the cheaper schedule, 
either the defendant’s schedule or the 
company serving at Wentzville. 

We believe under the evidence that 
has been submitted in this case that 
the defendant should not be required 
to put into effect a rate lower than 
those now in effect, particularly since 
it has offered to file the optional rate 
applicable to domestic service. The 
commercial rate schedule should not 
be reduced. So after fully consider- 
ing the evidence as submitted the 
Commission finds the case should be 
dismissed upon the filing of the op- 
tional rate schedule offered by the 
defendant. 
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NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE 
DIVISION, PUBLIC SERVICE COMMISSION 


Customers 


New York & thichesonal Gas Company 


[Case No. 10367.] 


Valuation, § 119 — Overheads — Arbitrary charges to construction. 
1. Amounts arbitrarily capitalized for “general office expense” and “con- 
struction supervision,” representing a portion of administrative and general 
expenses and a large part of the salaries of superintendents charged to con- 
struction work, should be eliminated from original cost and considered as 
operating expenses, p. 31. 

Valuation, § 279 — Cost of secondhand property. 
2. The purchase price of property purchased secondhand should not be 
added to gas plant in service, but instead the original cost to the company 
first devoting the unit to public service should be added and the difference 
should be credited to depreciation reserve, p. 32. 

Depreciation, § 39 — Amount of reserve — Accrued depreciation. 
3. The balance in the depreciation reserve should at least equal deprecia- 
tion existing in property when accounts have been placed on a sound 
financial footing, p. 33. 

Valuation, § 81 — Accrued depreciation — Burden of proof. 
4. The burden of proof is on a public utility company to show the amount 
of existing depreciation, p. 35. 

Valuation, § 100 — Accrued depreciation — Age-life method — Average useful 

life. 

5. One of the factors that must be established in determining depreciation 
by the age-life method is the average useful life of the property in each 
plant account, p. 36. 

Rates, § 196 — Unit for rate making — Merchandising and jobbing. 
6. Revenues and expenses on merchandising and jobbing activities are not 
to be included in rate-making determinations, as the Commission has no 
jurisdiction over this class of business, p. 37. 

Valuation, § 290 — Working capital — Special deposits. 
7. The amount a company is required to keep on deposit with a city in 
connection with street openings, as a special deposit on which no interest 
is allowed, should be included as a part of working capital advances, 
p. 38. 

Valuation, § 290 — Working capital — Interest and dividend accumulations. 
8. Funds collected from consumers which are awaiting distribution to 
bondholders and stockholders as dividend and interest payments are not 
an element of operating working capital, p. 38. 
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Valuation, § 250 — Contributions in aid of construction — Burden of proof. 
9. The balance in the account representing contributions in aid of con- 
struction should be deducted in determining the rate base when a utility 
fails to sustain the burden of proof as to title or ownership of the property 
but instead includes the entire length of pipe from main to meter, p. 40, 


Expenses, § 19 — Construction overheads disallowed. 
10. The amount of certain construction overheads designated as “construc- 
tion supervision” and “general office expense,” eliminated from original 
cost of plant in service on the ground that they do not represent capital but 
operating charges, should be allowed as an operating expense, p. 44. 


Depreciation, § 26 — Annual allowance — Relation to accrued depreciation. 
11. The annual depreciation charge included in operating expenses should 
be determined upon the same facts and according to the same methods 
that are used in determining accrued depreciation, p. 46. 


Merchandising and jobbing, § 2 — Powers of Commission, 


12. The Commission has no power to regulate charges for appliances or 
for jobbing work done by a utility company, p. 46 

Rates, § 196 — Unit for rate making — Merchandising department. 
13. It would not be fair, on the one hand, to lower the cost of a utility 
service because of a profit from merchandising and jobbing business or, 
upon the other, to burden all consumers with higher rates in order that 
certain consumers may have merchandising and jobbing service at less than 
cost, p. 46. 

Accounting, § 1 — Uniform system of accounts — Effect in rate proceeding. 
14. The Commission, in adopting the uniform, system of accounts, does 
not commit itself to the approval or acceptance of any item set out in any 
account for the purpose of fixing rates or in determining other matters 
before the Commission, p. 46. 

Expenses, § 80 — Merchandising and jobbing expense. 


15. Expenses and losses incurred by a public utility in connection with 
merchandising and jobbing will not be considered in the fixing of rates, 
p. 46. 


Revenues, § 12 — Merchandising and jobbing. 
16. Profits of a public utility company in connection with its merchandising 
and jobbing work will not be considered in the fixation of rates, p. 46. 
Expenses, § 84 — Management fees. 


17. A fee paid to a management company pursuant to contract, should be 
disallowed as an operating expense in the absence of evidence as to the 
services received by the utility company in return for such payment or the 
necessity, amount, and value of the services, p. 50. 


Expenses, § 63 — Legal expense — Nonrecurring items. 


18. Legal expenses relating to a stockholder’s suit against the company 
and miscellaneous expenses incurred in connection with title to a parcel 
of land, admittedly of a nonrecurring nature, should be eliminated from 
operating expenses for rate-making purposes, p. 51. 


Expenses, § 63 — Legal expense — Refinancing. 


19. Charges for legal services and expenses in connection with a refinanc- 
ing program are not chargeable to operating expenses, p. 51. 
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Expenses, § 63 — Legal services — Lack of proof. 


20. A charge for legal services cannot be allowed as a normal operating 
expense when the nature or character of the work done is not shown and 
there are no details in the record, p. 51. 


Expenses, § 63 — Legal expense — Financing. 
21. Legal services and expenses relating to the issuance of securities are 
not a normal operating expense charge, p. 51. 

Expenses, § 20 — Injuries and damages — Abnormal charge. 


22. Charges to the operating account “injuries and damages” representing 
the amount paid in settlement of a damage suit because of the bankruptcy 
of an insurance carrier should be eliminated from operating expense for 
rate making, p. 55. 


Expenses, § 11 — Tax and insurance service — Abnormal charge. 
23. A charge for tax and insurance service of a character which a com- 
pany does not anticipate incurring in the near future should be eliminated 
in determining normal operating expenses, p. 55. 

Expenses, § 114 — Federal income tax — Changed conditions. 
24. A calculation of Federal income tax on the basis of a prior year is 
merely of academic interest when there are omitted a number of important 
changes that must be given consideration in estimating the expected income 
for the future such as increases in operating costs, increased sales, and 
increased tax rates, p. 56. 


Return, § 26 — Factors affecting — Current cost of money. 


25. The first thing to be considered in any detailed consideration of rate 
of return is the current cost of money, for a fair rate of return is not a 
static rate which is applied indiscriminately year after year to all utilities 
alike irrespective of actual conditions, p. 59. 


[March 16, 1943.] 


OMPLAINT by customers against rates of a gas utility com- 
pany; dismissed. 


¥ 


APPEARANCES: Gay H. Brown, 
Counsel (by George E. McVay, As- 
sistant Counsel), for the Public Serv- 
ice Commission; Whitman, Ransom, 
Coulson & Goetz (by Cameron F. Me- 
Rae), New York city, Attorneys, for 
New York and Richmond Gas Com- 
pany; W. C. Chanler, Corporation 
Counsel (by Harry Hertzoff, Assist- 
ant Corporation Counsel), New Yori 
city, for the city of New York; Reu- 
ben E. Gross, St. George, Staten 
Island, New York, attorney, for com- 
plainants. 


MaLtBIE, Chairman: This proceed- 
ing originated in a complaint signed 
by customers of the New York and 
Richmond Gas Company and _ filed 
with the Commission on September 
25, 1940. The complaint alleged that 
the gas rates charged by the company 
were 17 per cent to 100 per cent in 
excess of the rates generally charged 
in the city of New York, and asked 
that the company be directed to re- 
duce its rates to a reasonable level. 

Following service of the complaint 
on the company and the answer there- 
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to, a preliminary report dated March 
5, 1941, was submitted by the bureau 
of research and valuation, to which 
the complaint had been referred for 
investigation. This report, which was 
later marked as Exhibit 7 in this pro- 
ceeding, indicated that a rate reduc- 
tion of about $15,000—slightly over 
1 per cent of the gross revenues—was 
the most that could be justified on the 
basis of the company’s reported opera- 
tions for 1940. The report was trans- 
mitted to the attorney for the com- 
plainants who expressed his disagree- 
ment with the facts and conclusions 
reached therein and requested the 
Commission to proceed with the case. 

The proceeding was then set down 
for hearing on June 19, 1941, and 
thereafter seven additional hearings 
were held. Unlike most other rate 
proceedings, the record in this case is 
not lengthy. It consists of about 450 
pages of stenographic minutes and 16 
exhibits, exclusive of the quarterly 
and annual reports made to the Com- 
mission by the company which have 
been made a part of the record by 
reference without being marked as ex- 
hibits. 


History 


The New York and Richmond Gas 
Company, incorporated June 15, 
1901, supplies gas in the first, second, 
third, and fourth wards of the bor- 
ough of Richmond, and is the only 
gas company operating in that bor- 
ough. The early history of the com- 
pany, its development, outstanding 
securities, control, and the revision of 
its books and accounts as of January 





1A preliminary report dated November 25, 
1940 was also prepared by the Bureau of Re- 
search and Valuation but this report was not 
offered in evidence in this proceeding. 
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1, 1938, were reviewed in the opin- 
ions dated March 11, 1938, 23 PUR 
(NS) 463, November 14, 1938 (1 
NY PSCR 619), and May 5, 1941, 
1 NY PSCR 409, in the accounting 
proceeding (Case 8700) to which ref- 
erence is made. Reference is also 
made to the memorandum in Case 
10282 in which the revision of the 
company’s capital structure, approved 
by order of the Commission dated 
December 17, 1940, was outlined and 
discussed. 


Rates 


The two rate schedules now in ef- 
fect and against which the complaint 
was filed are as follows: [Schedules 
omitted. ] 


The rates under Service Classifica- 
tion No. 1 available for all residential 
purposes (including house heating), 
for space heating by nonresidential 
customers and for religious purposes 
have been in effect since October 1, 
1935. The commercial rates under 
Service Classification No. 2 which are 
available for all gas used for nonresi- 
dential purposes became effective Oc- 
tober 1, 1936. The net rate under 
each classification applies if a cus- 
tomer pays within ten days from date 
of bill; otherwise the gross rate is col- 
lected. Service under each schedule is 
terminable by a customer on two days’ 
written notice to the company. 


Comparative Balance Sheets 


An indication of the extensive 
changes that have taken place in the 
financial status of the New York and 
Richmond Gas Company in recent 
years may be observed from the com- 
parative balance sheets for January 1, 
1938, December 31, 1940, and Decem- 
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ber 31, 1941, compiled from the an- 
nual reports of the company to the 
Commission, shown in Table 1. 
Nearly all of the important changes 
made in these balance sheet accounts 
during the 4-year period have been 
discussed in considerable detail in 
memoranda adopted by the Commis- 
sion in various proceedings. They 
need not be repeated at this time but a 
few significant features may be point- 
ed out. 

The acquisition adjustments ap- 
pearing on the asset side of the bal- 
ance sheet on January 1, 1938, did 
not represent any real assets of value. 
They reflected a portion of the infia- 
tion that was entered in the property 
accounts when the company was or- 
ganized, as well as improper charges 
after the formation of the company. 
The balance shown reflects’ only a por- 
tion of the amount that was finally 
ciminated from the property accounts 
of the company; substantial correc- 
tions were also made in the balance 
for gas plant in service as of January 
1, 1938. To accomplish these write- 
downs, the company reduced the stat- 
ed value of its common stock by 
$650,000, secured a donation of 
$430,200 of preferred stock, and 
charged nearly $1,000,000 against 
earned surplus. The result of all 
these changes is that the company had 
property with a reported book cost of 
slightly over $5,400,000 on December 
31, 1941, against which there is out- 
standing $850,000 of common capital 
stock, $1,500,000 of 6 per cent pre- 
ferred stock made up of two issues, 
and $2,125,000 of first mortgage 
bonds. Funds for the difference were 
obtained from contributions by con- 


sumers and from depreciation ac- 
cruals. 

The current assets of the company 
have increased about $170,000 during 
the 4-year period, nearly all of which 
is represented by an improvement in 
its cash funds as the decrease in ac- 
counts receivable is offset by the in- 
crease in materials and supplies and 
prepayments. These assets together 
with the deferred debits about offset 
the current liabilities and deferred 
credits. 

Substantial improvement took place 
also in the liability accounts of the 
company. The 6 per cent first mort- 
gage bonds were refunded in 1941 
and replaced with bonds calling for a 
return of 44 per cent, thus effecting 
a material saving in interest charges. 
Practically all of the 6 per cent cumu- 
lative preferred stock formerly out- 
standing has been replaced by a new 
prior preferred issue, resulting in the 
extinguishment of undeclared divi- 
dends and arrears on the old stock in 
an amount in excess of $400,000. 
While the preferred stock dividends 
in arrears are not real liabilities in the 
true sense of the term, they would, 
nevertheless, cancel out any expecta- 
tion of return to the common stock- 
holders for many years. Further- 
more, the reduction in the book stated 
value of the outstanding preferred 
stock will reduce the dividend require- 
ments on such stock by nearly 25 per 
cent. Another significant change is 
the increase in the depreciation re- 
serve during the 4-year period from 
about $70,000 to over $664,000. The 
reasons for the increase in this reserve 
as well as the inadequacy of the bal- 
ance shown are discussed elsewhere in 
this memorandum, 
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[Table 1. Comparative Balance 
Sheet, 1938-1941, omitted. ] 


Used and Useful Property 


In the instant proceeding, no ques- 
tion has been raised as to the used and 
useful character of any part of the 
company’s property. Hence no dis- 
cussion of this subject is necessary be- 
fore considering other elements of 
value. 


Reproduction Cost 


No evidence to show the cost of 
reproducing the company’s property 
was submitted by any of the interest- 
ed parties to the proceeding. At the 
conclusion of the second hearing on 
July 1, 1941, counsel for the company 
asked that the complaint be dismissed 
on the sole ground that the evidence 
presented as to increased operating 


costs anticipated by the company in 
1941 established prima facie that the 


complaint was without merit. He ad- 
mitted that many questions which 
must be considered in fixing final 
rates were still open in the proceed- 
ing, but stated “ as a prac- 
tical matter the company would like 
to have a ruling on its motion to dis- 
miss the complaint on the evidence 
thus far presented before proceeding 
with the costly and burdensome prepa- 
ration of elements as to reproduction 
cost and all of the other elements in- 
volved in fixing final rates.” 

When advised at the subsequent 
hearing on July 29, 1941, that the 
Commission had decided to deny the 
company’s motion to dismiss the com- 
plaint, he was further informed 
e that nothing the Commis- 
sion has said or done indicates that 
there is any obligation on the part of 
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the company to present figures as to 
reproduction costs or depreciation on 
some basis which has continually been 
disallowed by this Commission. If 
the company insists on doing so, the 
Commission will rule upon the offers 
as made when they are made” and 
. the Commission intends 
to direct the engineers to prepare an 
estimate of accrued depreciation and 
sates of annual depreciation. Neither 
one was fixed in any preceding case 
and as the question has arisen in this 
and may arise in other cases the Com- 
mission has decided to proceed with 
the determination of accrued deprecia- 
tion and annual depreciation rates,” 


After these statements were made 
for the record, counsel stated that the 
company would like to consider the 
submission of further evidence and 
would advise the Commission as to 
additional testimony to be presented 
after the Commission’s staff intro- 
duced its evidence as to the deprecia- 
tion existing in the property. After 
such evidence had been offered, the 
company apparently reached the con- 
clusion that its income under the rates 
complained of was less than a fair and 
reasonable return even on the basis 
of original cost less depreciation, for 
it offered no testimony on the present- 
day cost of reproducing its property. 
As a result, the testimony regarding 
property value is limited and relates 
only to original cost and accrued de- 
preciation. 


Original Cost of Gas Plant in Service 
In Case 8700, 23 PUR(NS) 463, a 


proceeding on motion of the Commis- 
sion as to the propriety and accuracy 
of the accounts, books, records, and 
documents of the New York and Rich- 
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mond Gas Company, the original cost 
of all gas plant in service as of Janu- 
ary 1, 1938, was reviewed and passed 
upon by the Commission. In a memo- 
randum dated May 5, 1941, recom- 
mending the closing of that proceed- 
ing, it was stated: 

“The original cost (the actual cost 
at the time the property was first de- 
voted to the public service) of each 
unit of property in the plant accounts, 
together with the year of installation, 
has been determined and entered in the 
continuing property record as required 
by order of the Commission (Case 
8972), and that record is being main- 
tained by the company. Only the 
changes between January 1, 1938, and 
the present have not been verified by 
the Commission’s staff.” 

Thus in the present proceeding it 
was necessary only to examine the 
property changes subsequent to Janu- 
ary 1, 1938, in order to determine the 
original cost of property used and use- 
ful in the service of the public during 
1941. 

Mr. Francis T. Mylott, a consulting 
accountant for the Commission, was 
the only witness who presented evi- 
dence regarding the property changes 
after January 1, 1938. He testified 
that as a result of his accounting ex- 
amination of the property additions 
and retirements during the 4-year 
period subsequent to the establishment 
of the continuing property record, the 
book balance of gas plant in service 
as of December 31, 1941, should be 
modified in certain respects. A com- 
parison of the book balances for each 
gas plant in service account with the 
balance after adjustment by Mr. My- 
lott is shown in Table 2. [Table omit- 
ted shows $5,427,483.85 per books, 


$5,390,019.10 after adjustment by 
Mylott, sand net decrease after such 
adjustment of $37,464.75.] 

The differences in Table 2 consist 
of the following items: 


(1) Overheads 
capitalized 
(2) Adjustment to 
original cost of Con- 
nersville blower 
(3) Excess meter installations 
(4) Minor adjustments 


improperly 
$47,162.12 


12,031.00 Inc. 
2,350.63 
17.00 Inc. 


$37,464.75 


[1] The first item of the adjust- 
ments to gas plant in service proposed 
by Mr. Mylott relates to certain over- 
heads capitalized by the company be- 
tween January 1, 1938, and December 
31, 1941. They consist of $38,970.03 
for “general office expense” and $8,- 
192.09 for “construction supervi- 
sion.” 

According to the witness, the capi- 
talization of these overheads continued 
a practice instituted by the company in 
1936 under which a portion of the ad- 
ministrative and general expenses and 
a large part of the salaries paid two 
superintendents were charged to con- 
struction work. The methods followed 
by the company in determining the 
amount capitalized for each of these 
items were outlined and discussed in 
considerable detail in the memoran- 
dum dated November 14, 1938, in 
Case 8700. There it was pointed out 
that the amounts so capitalized prior 
to 1938 were not overheads actually 
incurred in connection with construc- 
tion work but merely arbitrary appor- 
tionments of expenditures between 
operating and property accounts, and 
each of these elements was eliminated 
in determining the original cost of the 
company’s property as of January 1, 
1938. 
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Despite the condemnation by the 
Commission of the impractica] method 
followed by the company in determin- 
ing the amounts capitalized for each 
of these items, the practice was con- 
tinued until January 1, 1940. At that 
time the company apparently realized 
that the procedure followed in charg- 
ing construction work with “construc- 
tion supervision” was improper, and 
thereafter the amount capitalized for 
this item was on a time sheet basis. 
However, it continued to arbitrarily 
apportion “general office expense’’ be- 
tween property and operations. 

In the present proceeding no new 
data or additional proof were offered 
by the company to support the inclu- 
sion of arbitrary amounts for over- 
heads in its property accounts. Al- 


though counsel contended that the 
procedure followed by the company in 


determining the capitalizable amounts 
for each item was not an arbitrary 
method but an attempt to comply with 
the requirements of the uniform sys- 
tem of accounts in a manner which 
did not entail a prohibitive expense, 
he did not offer any evidence to sup- 
port this claim. 

The Commission has expressed it- 
self many times in the past regarding 
the capitalization of overheads on the 
basis of impractical and arbitrary 
methods, and it is unnecessary at this 
time to again discuss them. The elim- 
ination of these overheads as recom- 
mended by Mr. Mylott will be accepted 
and the amounts excluded from the 
cost of gas plant in service and con- 
sidered as operating expenses. 

[2] The second adjustment relates 
to a Connersville blower purchased 
secondhand in 1939 from the West- 
chester Lighting Company and entered 
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on the books and in the continuing 
property records of the New York and 
Richmond Gas Company at the pur- 
chase price. Mr. Mylott testified that 
the accounting for this acquisition was 
not in accord with the requirements of 
the uniform system of accounts. He 
recommended increasing gas plant in 
service by $12,031 to reflect the orig. 
inal cost to the company first devoting 
the unit to public service and crediting 
an equal amount to the depreciation 
reserve. The company offered no ob- 
jections to this procedure, and the ad- 
justment will be made as outlined. 

The next adjustment proposed by 
Mr. Mylott amounts to $2,350.63 and 
represents the elimination from plant 
and property of the cost of all meter 
installations after providing an instal- 
lation for each active meter as at De- 
cember 31, 1941. This correction was 
not contested by the company, and in 
the interests of proper accounting it 
should be reflected in the plant and 
property accounts. 

The final correction of $17 is made 
up of two items: (1) a credit adjust- 
ment of $15.22 to reflect correctly the 
restoration of 111 inactive services, 
and (2) a charge of $32.22 to adjust 
for the overretirement of certain prop- 
erty. Each of these adjustments is 
minor in amount and should be en- 
tered in the company’s records. 

The adjustments discussed so far 
pertain to the plant and property ac- 
counts as of December 31, 1941, and 
reduce the book balance from $5,427,- 
483.85 to $5,390,019.10 as shown in 
Table 2 (supra) [omitted here]. But 
consideration must be given to the 
adjustments that should be made to 
the plant accounts at the beginning of 
the year to determine the average 





CUSTOMERS v. NEW YORK & RICHMOND GAS CO. 


original cost of the property devoted 
to the rendition of gas service during 
1941. 

In this connection, Mr. Mylott tes- 
tified that in addition to making ad- 
justments of the same type as those 
at December 31, 1941, one further 
revision was necessary, which relates 
to certain charges capitalized by the 
company in connection with the in- 
sallation of leak clamps between Janu- 
ary 1, 1938, and December 31, 1940, 
and were recognized as improper 
charges by the company and eliminat- 
ed from the company accounts in 1941. 

Except to the extent indicated, the 
company did not challenge any of the 
adjustments to the property accounts 
either at the beginning of 1941 or at 
theend. It did not offer any evidence 
of its own to refute the corrections 
recommended by Mr. Mylott and for 
the purposes of determining the orig- 
inal cost of the gas property used and 
useful in the service of the public dur- 
ing 1941 the adjustments discussed 
herein are adopted. The book balances 
of gas plant in service will then be 
modified as follows: 


Gas Plant in Service—book balance 


Adjustments : 
Arbitrary overheads improperly capitalized 
Original cost of Connersville blower 
Excess meter installations 
Leak clamps 
Minor adjustments 


Adimted: Oritinl GUME "se cc.cenceseucee couse 


I=Increase. 
D=Decrease. 


The average original cost of the 


Seccesecccess $5,281,254.55 


the service of the public during 1941 
did not exceed $5,335,636.83. 


Accrued Depreciation 


[3] When the accounts of a com- 
pany have been placed on a sound 
financial footing, the balance in the 
depreciation reserve should at least 
equal the depreciation existing in the 
company’s property. Even though the 
New York and Richmond Gas Com- 
pany has made many extensive re- 
visions in its accounts since 1938 to 
strengthen its financial position and to 
conform to good accounting practices, 
the depreciation reserve has not been 
brought up to a proper amount. 

One of the first important steps to 
improve the financial status of the 
company was taken in 1939, when the 
method of providing for depreciation 
accruing in its property was changed 
and the amount set aside for this pur- 
pose more than doubled the preceding 
years. For eighteen years prior (1921- 
1938), the amounts charged to operat- 
ing expenses and clearing accounts 
and credited to the reserve were 
equivalent to 34 cents per thousand 


December 31, 
$5,427,483.85 


January 1, 
1 
$5,320,631.16 





33,773.78 D 
12,031.00 I 
1,899.47D 
15,751.36D 
17.00 I 


$39,376.61 D 


47,162.12D 
12,031.00 I 
2,350.63 D 
17.001 
$37,464.75 D 


$5,390,019.10 








cubic feet of gas sold, and averaged 


property used and useful by the New between $29,000 and $31,000 per year 


York and Richmond Gas Company in 


[3] 


during the last ten years of that period. 
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During the entire 18-year period, the 
accruals so determined exceeded the 
net loss on property retired in only 
seven years (Tables 6 and 7). During 
eleven years, the methods followed by 
the company in accruing depreciation 
expense failed to meet the retirements 
that were actually made in each of 
those years. 

Prior to 1921, the company credited 
the reserve each year after 1915 with 
an amount equivalent to 10 cents per 
thousand cubic feet of gas sold less 
the cost of repairs to production, stor- 
age, and distribution property. This 
method of determining depreciation 
expense superseded a method that had 
been in effect since 1908, under which 
the expenditures for repairs were de- 
ducted from a fixed appropriation 
($15,000 for each of the years 1909 
to 1912, inclusive, and $21,000 for 


1913 and 1914) and the balance set 


aside for depreciation. In 1908, the 
company made no provision whatever 
for this expense, but the balances ap- 
pearing in the reserve accounts at the 
beginning of that year, which had been 
provided for by charges to profit and 
loss in previous years, were reduced 


by over $14,000. 


After deducting the net loss on 
property retired from the amounts set 
aside under the methods just outlined, 
the reserve which the company had 
actually accumulated to cover the de- 
preciation existing in its property 
amounted to only $66,451.32 on Janu- 
ary 1,1939. This amount was equiva- 
lent to slightly over 1 per cent of the 
original cost of the depreciable prop- 
erty; after thirty-one years of opera- 
tion, it exceeded the reserve the com- 
pany had accumulated on January 1, 
1908, by only $1,200. From this 
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showing, it is apparent that prior to 
1939 the management of the company 
did not make any serious attempt to 
provide for depreciation constantly 
accruing. 

Thereafter, the company apparent. 
ly awakened to the fact that the basis 
of its yearly depreciation accruals dur. 
ing the entire thirty-seven and a half 
years of its existence had no direc 
relation to the advancement of its 
property toward ultimate retirement, 
In 1939, the company increased the 
provision for annual depreciation ex- 
pense to $70,000, or about 130 per 
cent over the accruals in any of the 
preceding five years. In 1940, the 
credit to the reserve was practically 
the same as in 1939 and amounted to 
$71,647.60 (Table 6). However, in 
1941, the company finally placed its 
current depreciation accounting on a 
proper basis by increasing the accrual 
to $110,000. This was done to con- 
form to the requirements of an im- 
provement fund clause prescribed by 
the Commission in an order dated 
August 6, 1941, authorizing the com- 
pany to refund its first mortgage 
bonds. 

To further augment the balance in 
the reserve, transfers of $413,021.53 
from earned surplus and $20,746.89 
from the stated value of common stock 
were made in 1940. By increasing the 
accruals and transferring the amounts 
indicated, the company made substar- 
tial progress in its depreciation ac- 
counting. Nevertheless, the balances 
in the reserve as of December 31, 
1940, and December 31, 1941, were 
still inadequate and did not reflect the 
depreciation actually existing in the 
property in the service of the public. 
The balance on December 31, 1940, 
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amounted to $572,424.23 and repre- 
sented 10.84 per cent of the adjusted 
original cost of the company’s prop- 
erty as herein determined, whereas the 
balance at the end of 1941 of $664,- 
600.43 was equivalent to 12.33 per 
cent of the cost of the depreciable 
property on that date. 

[4] Although the burden of proof is 
on the company to show the amount 
of existing depreciation, it offered no 
testimony on this subject, reserving 
the right to introduce such evidence 
after the staff of the Commission had 
proceeded with its testimony. After 
Mr. Willard F. Hine, consulting val- 
vation engineer to the Commission, 
had testified on depreciation, the com- 
pany neither offered any evidence of 
its own nor cross-examined the wit- 
ness. The reasons for this decision 
were stated in the record by counsel 
as follows : 


Mr. MacRae: No; if your Honor 
please, I want to state that I have noti- 
fied Mr. McVay that we shall not re- 
quire Mr. Hine’s presence at this hear- 
ing. 

Now, I want to state further that 
from the further evidence which we 
shall present as to the substantial in- 
crease in cost of labor, operating ma- 
terials and taxes, and the resulting 
decrease in the company’s operating 
income we believe that it will be ap- 
parent that the company is earning less 
than a fair rate of return and the ques- 
tion of whether for rate-making pur- 
poses the depreciation should be de- 
termined upon a straight-line basis or 
upon the basis of the company’s book 
figures or upon some other basis is 
virtually academic. 


In order to avoid expense which the 


company cannot afford to incur, and in 
order to save time and bring this pro- 
ceeding to an early tonclusion we shall 
refrain from cross-examining Mr. 
Hine upon his estimates of accrued 
and annual depreciation, but without 
conceding their validity, and shall not 
offer any further testimony as to de- 
preciation on behalf of the company. 

Chairman Maltbie: Well now, if I 
understand you, you mean that if the 
Commission were to accept the origi- 
nal cost figures and the depreciation 
figures testified to by Mr. Hine for 
accrued depreciation and an annual de- 
preciation allowance, the adjusted fig- 
ures as to revenues and expenses due 
to increased costs which you have, or 
will produce witnesses to testify about 
would show that there was not a fair 
return and. consequently there would 
be no justification for reducing rates. 
Is that right? 

Mr. MacRae: That is our position, 
your Honor. We will present through 
Mr. Kohout testimony as to increases 
in various operating expenses experi- 
enced by the company since he last 
testified in June and July of 1941. 

Chairman Maltbie: So that, if that 
is the case, why, you consider it un- 
necessary to present testimony to show 
that the depreciation, the accrued de- 
preciation, is less or that some change 
should be made in the annual deprecia- 
tion rate; is that it? 

Mr. McRae: And since that is the 
case I may even say that we believe 
that it would be improvident for the 
company to expend the time and 
money required to go into the ques- 
tion of depreciation in the full manner 
in which the company would wish to 
treat it and the company is equally 
anxious with the Commission to bring 
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this proceeding to a conclusion and a 
final determination. 

On direct examination, Mr. Hine 
testified that he had made a determi- 
nation of the accrued depreciation, the 
original cost less depreciation, and the 
annual requirement for the gas plant 
accounts as of December 31, 1940, 
and December 31, 1941, using the 
straight-line method as a basis for his 
estimates. He defined depreciation 
“as being the loss in worth or value 
due to all causes including 
obsolescence, inadequacy, progress of 
the art, changes required by govern- 
mental authorities, and other elements 
which cause the ultimate retirement of 
property.” He described the portion 
of such loss accruing in a single year 
as “annual depreciation” and the total 
loss in worth or value from such 
causes existing at the date of valuation 
as “accrued depreciation.” The wit- 
ness pointed out the impracticability of 
determining depreciation in a gas 
property by observation and inspection 
alone, since much of the property is 
underground, and called attention to 
the fallacy of assuming that wear and 
decay even when measurable are the 
only factors leading to the ultimate re- 
tirement of property. 

[5] One of the factors that must 
be established in determining depre- 
ciation by the age-life method is the 
average useful life of the property in 
each plant account. As an aid to his 
judgment and experience in estimat- 
ing this factor, Mr. Hine stated that 
he made an inspection and examina- 
tion of the visible property, studied the 
past retirements and changes in the 
property for a period of years, and 
gave consideration to mortality studies 
he prepared in other cases. 
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In general, the methods followed by 
Mr. Hine in estimating the deprecia. 
tion in the company’s property were 
identical with those used by him in 
making similar estimates in other in. 
stances and to which he testified in 
considerable detail. They have been 
discussed at great length in various 
memoranda adopted by this Commis. 
sion in other proceedings and it does 
not seem necessary to review the sub- 
ject again at this time. 

The results of Mr. Hine’s study as 
of December 31, 1941, which was on 
the basis of the original cost of the 
property as furnished to him by Mr, 
Mylott and already discussed in this 
memorandum, are summarized in Ta- 
ble 3. [Table omitted.] His estimate 
of depreciation actually existing in the 
property at the end of 1941 is shown 
as $1,415,818.50. This amount ex- 
ceeds the book reserve at the same date 
by about $750,000 and is equivalent 
to 26.66 per cent of the original cost 
of depreciable property as herein de- 
termined. Mr. Hine’s estimate for this 
item at the beginning of the year is 
$1,349,093.34. It exceeds the book 
reserve by over $775,000 and repre- 
sents 25.94 per cent of the depreciable 


property. 
Other Elements of Value 


No testimony was offered by the 
company regarding those elements of 
value which together with the original 
cost of the property devoted to gas 
operations are often considered in fix- 
ing value for rate purposes such as 
market value of land, reproduction 
cost new of other tangible property, 
and the depreciation applicable there- 
to, going value, organization expense, 
etc. At one point in the proceeding, 
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it appeared that counsel for the com- 
pany was seriously considering the 
submission of data on these elements 
but apparently he decided against it 
for the reason stated in his brief, viz., 
« . . that the earnings of the 
company will yield less than a fair re- 
turn, even upon such an inadequate 
base.” 
Working Capital 


The only estimate of the operating 
working capital required by the New 
York & Richmond Gas Company for 
1941 was that presented by Mr, My- 
lott, who defined this element as “the 
reasonable amount of cash or its 
equivalent, such as materials and sup- 
plies and other forms of capital, except 
permanent plant and property and 
capital provided for merchandising 
and jobbing activities, furnished by a 
company for the purpose of furnish- 
ing services or commodities from the 
time operating advances have to be 
paid (not incurred) by the company 
until the company is reimbursed by 
payment for such services from those 
to whom it supplies the commodities 
or services.” 

In accordance with this definition, 
he estimated that the average funds 
advanced for operating working capi- 
tal purposes in 1941 were $195,000 
made up of the following items: 
Operating expenses 
Other accounts receivable 
Special deposits 
Materials and supplies 
Prepayments 
Cash 


Accounts payable—credit 
Taxes—credit 


The first allowance included by 
Mr. Mylott in his estimate was $85,- 


000 for “operating expenses.” Ac- 


cording to his testimony, this item 
represents the average cash funds ad- 
vanced by the company in 1941 for 
actual out-of-pocket disbursements in 
connection with the production and 
distribution of gas during the period 
from the date of furnishing such serv- 
ice until the company was reimbursed 
by its consumers. In determining the 
amount of such expenses advanced by 
the company, the witness made a 
study of the meter reading, billing, 
and collecting methods of the com- 
pany and found that an average period 
of forty-seven and one-half days 
elapsed from the date of supplying 
gas to the consumers until it was 
reimbursed for such service. His ex- 
amination disclosed, however, that 
all disbursements were not advanced 
for a full period of forty-seven and 
one-half days. The portion repre- 
senting salaries and wages to em- 
ployees was advanced for only 40.86 
days rather than forty-seven and one- 
half days, as payments to employees 
were made on the average sometime 
after the services had been rendered. 
[6] He next modified the reported 
operating expenses by excluding de- 
preciation expense which was not an 
actual out-of-pocket expenditure, as 
well as the reported merchandising 
and jobbing loss of $4,695.99 and a tax 
item of $1,224.09 appearing in the 
residuals expense account. It has 
been pointed out numerous times that 
revenues and expenses on merchandis- 
ing and jobbing activities are not to 
be included in rate-making determina- 
tions, as the Commission has no ju- 
risdiction over this class of business. 
Furthermore, as it will appear later 
in this memorandum the amount 
eliminated by Mr. Mylott does not re- 
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present the full amount that should 
be deducted. The tax item was elim- 
inated from the reported operating 
expenses since a separate estimate 
was made by Mr. Mylott of the funds 
that the company had the use of or 
advanced for tax purposes. After 
making the foregoing adjustments to 
the reported expenses in 1941 he 
estimated that $39,000 were advanced 
for out-of-pocket payroll disburse- 
ments and $46,000 for other operat- 
ing expenditures, a total of $85,000. 

The second item, “other accounts 
receivable,” represents Mr. Mylott’s 
estimate of the funds advanced in 
1941 in connection with the sale of 
residuals. Although the average 
monthly balance arising from this 
activity was approximately $2,700, 
he included an allowance of $3,000 
for this item. 


[7] The allowance of $1,000 for 


“special deposits” represents the 
amount the company was required to 
keep on deposit with the city of New 
York in connection with street open- 
ings. As no interest was allowed on 
this deposit, the amount shown has 
been included as a proper part of the 
working capital advances for 1941. 

In addition to the allowance in- 
cluded for materials and supplies ac- 
tually consumed in his estimate of 
“operating expenses,” Mr. Mylott rec- 
ognized that a reserve of materials 
and supplies had to be provided in or- 
der to insure uninterrupted operations 
and he included $110,000 for this 
purpose. In arriving at this estimate, 
he studied the materials and supplies 
account for 1941 and after eliminat- 
ing the stock carried for merchandis- 
ing and jobbing operations, gave con- 
sideration to the company’s policy 
48 PUR(NS) 
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of building up its coal and coke 
stocks and increasing the quantity of 
oil it had on hand due to the condi. 
tions existing in the latter part of 
1941 and finally allowed a greater 
amount than the average balance of 
materials and supplies maintained by 
the company during that year. 

He further testified that his esti- 
mate included construction as well as 
operating materials since it was im- 
possible to determine the exact use of 
certain materials. But he pointed out 
that a duplication would exist if the 
company were permitted to capitalize 
interest during construction on mate- 
rials issued from stock for construc- 
tion purposes and at the same time 
he permitted to earn a return on the 
construction materials included as a 
part of the operating working capital 
requirements. 

The allowance of $13,000 for 
“prepayments” represents the wit- 
ness’ estimate of the funds advanced 
during 1941 for prepaid insurance of 
all kinds and for prepaid dock rentals. 

[8] In addition to his estimate for 
all other elements, Mr. Mylott al- 
lowed a reserve cash fund of $25, 
000. In reaching this determination, 
he made a study of the monthly cash 
balances which averaged about $160, 
000 in 1941, and found that such 
balances included funds that were 
used for construction of new prop- 
erty, paying dividends on prior pre- 
ferred stock, paying interest on long- 
term debt and for the payment of 
other interest expenditures. It is ap- 
parent that if all such funds were in- 
cluded in working capital as a pat 
of the rate base, the public would be 
required to pay a return upon that 
part of the return which was available 
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to pay dividends and interest al- 
though the public had already con- 
tributed that amount. Funds that 
have been collected by the company 
from consumers which are awaiting 
distribution to its bondholders and 
stockholders are not an element of 
operating working capital, and the 
balance in the cash account cannot 
be considered as a proper measure of 
the reserve cash actually required by 
the company. 

Mr. Mylott testified that after re- 
viewing the methods used by the com- 
pany in the payment of items charged 
to operating expenses and after 
studying the billing and collecting 
procedure of the company, he was of 
the opinion that $25,000 was an 
ample allowance for a reserve cash 
fund over and above his estimates for 
all other elements of the dperating 
working capital requirements of this 
company. Considering that funds of 
this nature are ordinarily used for 
emergency purposes such as paying 
freight and express charges, making 
change, etc., the sum of $25,000 is 
indeed an ample allowance for such 
purposes. 

If a company were required to pay 
for services of its employees day by 
day and pay on delivery for mate- 
rials purchased for consumption or 
for a reserve supply, it would be en- 
titled to earn a return on the reason- 
able amount of funds advanced for 
such purposes, as it would in effect be 
operating on a cash basis so far as 
these expenditures were concerned. 
This practice, however, was not fol- 
lowed by the New York and Rich- 
mond Gas Company in its 1941 opera- 


tm tions. 


As employees of the company were 
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paid sometime after their duties had 
been performed, the funds advanced 
for salaries and wages charged to 
operating expenses were less than 
they would have been had the com- 
pany been paying its employees from 
day to day; and this factor was given 
consideration by Mr. Mylott in esti- 
mating the portion of “operating ex- 
penses” representing salaries and 
wages advanced. The principal mate- 
rials and supplies charged to opera- 
tions were not paid for until between 
the 10th and 20th of the month fol- 
lowing delivery. Consequently the 
funds advanced for this purpose were 
also less than if the company were 
paying spot cash for supplies. But in 
determining the amounts allowed for 
materials and supplies in his estimate 
of “operating expenses” as well as in 
his estimate for a reserve stock, Mr. 
Mylott gave no consideration to the 
lag between the delivery date of sup- 
plies and the date of payment, but 
did give effect to this interval in an- 
other manner. He examined the 
monthly balances for accounts payable 
and after excluding the amounts in- 
cluded therein for appliances, salaries 
and wages, materials charged direct- 
ly to construction work and other 
items unrelated to operating working 
capital requirements,’ he estimated 
that the company had the use of funds 
from this source amounting to $25,- 
000. 

In determining the extent that 
operating taxes affected working 
capital requirements of the company, 
Mr. Mylott examined each operating 
tax item. The study disclosed that 
certain taxes were paid after funds 
for such taxes had been collected from 
the consumers in rates charged for 
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service, while others were paid be- 
fore all the funds were collected. On 
the basis of this study, he estimated 
the company had the use of funds 
amounting to $24,000 for taxes paid 
in arrears, but was required to ad- 
vance $7,000 for taxes that had been 
prepaid, the net of the two items ($17,- 
000) representing the funds fur- 
nished by the consumer, not the in- 
vestor, and used for other working 
capital purposes. 

His estimate of $24,000 represent- 
ing funds collected for taxes paid in 
arrears includes $21,900 for Federal 
income tax, although the company 
was not required to pay such tax on 
its 1941 operations, as taxable deduc- 
tions from the refunding of its bonds 
exceeded the net income for that year. 
The witness testified, however, that 
in order to show the working capital 
requirements of the company under 
normal conditions, he computed the 
income tax the company would have 
paid if no debt refunding had taken 
place and on the basis of that amount 
determined the funds available for use 
before such taxes would have been 
paid. 

The witness pointed out that if the 
adjusted expenses used in his calcula- 
tions for 1941 were materially re- 
vised, his estimate of the funds ad- 
vanced for “operating expenses” 
should be modified by 13.01 per cent 
of the adjustments for charges other 
than salaries and wages and by 11.19 
per cent of the adjustments relating 
to payroll charges. In the discussion 
that follows, certain questionable 
charges have been considered and 
the reported 1941 operating income 
increased approximately $42,000. 
As the items involved decrease the 
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operation and maintenance expenses 
used by him, it is apparent that his 
estimate for “operating expenses” js 
overstated by about $4,500. Further. 
more, these adjustments increase the 
Federal income tax requirements of 
the company about $13,000 thereby 
making available an additional $12. 
500 for working capital purposes. The 
sum of these two items reduces Mr. 
Mylott’s estimate by about $17,000, 
However, for the purpose of this 
proceeding the reasonable allowance 
for operating working capital is taken 
at $180,000. 


Contributions in Aid of Construction 


[9] In its attempt to determine 
according to equitable considerations 
the amount upon which a company is 
entitled to a fair return in rate cases, 
the Commission has repeatedly and 
consistently deducted from the base 
cost contributions which consumers 
have been required to pay in order 
to obtain service, which have not been 
returned and on which they receive 
no interest. The reasons for such a 
deduction have been presented at 
length in several cases (particularly 
Case 6983, decided February 1/, 
1937, affecting the gas rates in the 
Kings County Lighting Company 
Case, 1 NYPSCR 374, 440). 

Some of the companies under the 
jurisdiction of this Commission have 
not been satisfied with an equitable 
determination and have appealed to 
the courts to reverse the Commission 
on legal grounds. In the New 
Rochelle Water Company Case, the 
appellate division of the third depart 
ment held that the Commission was 
in error, that contributions should 
have been deducted in determining 
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the rate base and that the company 
was entitled to earn a fair return up- 
on property regardless of how it was 
obtained and regardless of the fact 
that consumers had paid for it. The 
court indicated that the fundamental 
points to be determined are to what 
property does the company have title 
and what is the value of that prop- 
ety regardless of equitable considera- 
tions (New Rochelle Water Co. v. 
Maltbie [1936] 248 App Div 66, 74, 
15 PUR(NS) 32, 289 NY Supp 
388). An appeal was taken by the 
Commission to the court of appeals 
but before it was argued the company 
agreed to the rate reductions ordered 
by the Commission. 

In the Long Island Lighting Com- 
pany Case, the Commission followed 
the same equitable principle and the 
company appealed the decision. The 
appellate division of the third depart- 
ment held again that the Commission 
was in error but sustained the Com- 
mission’s order holding that there 
was neither confiscation nor failure 
to fix reasonable rates under the Pub- 
lic Service Law (Long Island Light- 
ing Co. v. Maltbie [1937] 249 App 
Div 918, 18 PUR(NS) 225, 292 NY 
Supp 807). As this decision sus- 
tained the Commission’s order, no 
appeal could be taken and the question, 
therefore, has not yet been passed 
upon by the court of last resort in 
this state. 

If we were to attempt in this case 
to disregard equitable considerations, 
that is, to allow the company a return 
not only upon the property for which 
funds were provided by the company 
but upon property paid for from 
funds contributed by consumers, it 
would be impossible to make a def- 


inite finding upon the record. There 
is no testimony regarding title or 
ownership of the property. In case 
of gas services, which have been in- 
ventoried and included in the original 
cost heretofore discussed, the entire 
length from the main to the meter 
has been considered, but we know 
that a portion of many services is 
located upon the premises of the con- 
sumer and is, therefore, a part of his 
property whether it was paid for by 
the consumer or by the gas company. 
Meter installations and sometimes 
mains also present a problem as to 
title and ownership where they have 
been paid for by others than the gas 
company, but there is no proof in 
this case as to the extent of such 
ownership. The burden of proof is 
by law upon the company and even 
if we were to apply the rule laid down 
by the appellate division, it would 
be impossible to do so upon the record 
in this case. 

The importance of the question 
of title is indicated by the following: 
If only one-half of the services ac- 
count were to be eliminated on the 
assumption that one-half of the prop- 
erty it represents is located upon the 
property of the consumer and there- 
fore the company cannot claim title, 
the resultant rate base would be low- 
er than if the balance in the contribu- 
tions in aid of construction account 
were deducted. Admittedly, there is 
no proof in the record that one-half 
of the account is on private property, 
but having personal knowledge of 
general conditions in Staten Island, 
one cannot say that if the strict rule 
of ownership were applied, the excess 
amount of property in the inventory 
and in the original cost as compiled 

48 PUR(NS) 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


would be small or inconsiderable. In 
view of the above, the balance in the 
contributions in aid of construction 
account ($335,653.16 as of December 
31, 1940, and $338,811.76 as of De- 
cember 31, 1941. Table 1, supra 
[omitted herein]), or an average of 
$337,232, will be deducted in deter- 
mining the average rate base for the 
year 1941. 


Rate Base Summary 


Summarizing the findings and de- 
terminations made herein, it appears 
that the amount on which the com- 
pany was entitled to earn a fair re- 
turn during 1941 did not exceed $3,- 
796,000, the details of which are 
shown in Table 4. 


and 1941, which showed the net ip. 
come after giving effect to certain 
changes in expenses, taxes and in- 
come deductions that he proposed, 
In addition, he presented the operat. 
ing results for the first three months 
of 1942 compared with the same 
period in the preceding year. 
Before analyzing the reported 
figures or discussing the adjustments 
proposed to such figures, the actual 
results should first be stated, In 
Table 5, [omitted here] the reported 
operating revenues, revenue deduc- 
tions, operating income before and 
after income taxes, and also certain 
statistical data are summarized and 
set forth for each of the years 1938 
to 1941 inclusive. Unit figures ob- 


Table 4. Rate Base, 1941 


Original cost of plant and property 
Deduct accrued depreciation 


Original cost less accrued depreciation 


Average original cost less accrued depreciation 


Working capital 


1 
Deduct contributions in aid of construction 


PACE DASE 2 osis.00s00 paveserssuecescus 


Rounded off to ...... sieeeiceie's US ala ie ieie'e eine be esilarn’ saeeahacenre 


Reported Operating Income 


A’ comparative statement of the 
company’s income account for the 
years 1938 to 1941, both inclusive, as 
shown by its records without any ad- 
justment or revision, was prepared 
by Mr. Mylott and submitted in evi- 
dence. A series of tabulations setting 
forth certain details of the operating 
revenues, operation and maintenance 
expenses and taxes were also offered 
by the same witness. Mr. Kohout, 
president of the company, submitted 
pro forma income statement for 1940 
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Deentes 31, December 31, 
4 


9 
$5,281,255 
1,349,094 


$3,932,161 


$3,953,181 
180,000 


$4,133,181 
337,232 


$3,795,949 
$3,796,000 


tained by dividing the reported 
amounts in this table with the ap 
propriate thousand cubic feet of gas 
sold are given in Table 6. [Table 
omitted. ] 

According to Table 5, the operat- 
ing revenues have steadily increased 
during the 4-year period, although 
the rise in 1941 was not as substan- 
tial as in the preceding years. In 
1938, the total revenues earned by 
the company from all gas sold amount: 
ed to $1,186,216.19. Over 90 pet 
cent of this amount or $1,071,215.9! 
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was from gas sold to residential con- 
sumers under S. C. No. 1, about 9.5 
per cent or $111,173.07 from sales 
for commercial and industrial pur- 
poses under S. C. No. 2, and the 
balance ($3,827.21) from sales to 
public authorities under a straight 
rate of 75 cents per thousand cubic 
fect. The revenues from these three 
groups of customers increased each 
year thereafter until 1941 when the 
residential sales fell off about $5,000 
compared with the previous year. 
The decrease in sales to the residential 
customers was offset by the increase 
in sales to commercial and industrial 
users and in 1941 the total revenues 
reached $1,252,566.05, the peak in 
the entire history of the company. 
Generally speaking, average figures 
are susceptible to many interpretations 
and should be used with caution. 
From an examination of Table 6, one 
might naturally assume that the de- 
cine in the average revenue per 
thousand cubic feet of gas sold from 
134.36 cents in 1938 to 128.27 cents 
in 1941 was due to changes or re- 
visions in the company’s rate sched- 
ules. Such is not the case, however, 
as the present tariffs have been in 
effect without change during this en- 
tire period. The decrease is due to a 
greater portion of the gas sales hav- 
ing been made to commercial and 
industrial consumers in the lower rate 
blocks. For example, in 1938 over 
14 per cent of the gas sold was 
supplied to commercial and industrial 
users at an average rate of 85.53 
cents per thousand cubic feet, but in 
1941 after such sales had increased to 
19.9 per cent of the total, the aver- 
age rate had dropped to 74.86 cents 
per thousand cubic feet. On the 


other hand, the sales for residential 
service which amounted to 84.7 per 
cent of the total in 1938, had de- 
creased to 79.3 per cent in 1941 but 
the average rate was about the same 
in each year. Thus, while the total 
sales of the company have been in- 
creasing during this 4-year period 
from 882,856.3 thousand cubic feet 
to 976,530.5 thousand cubic feet, the 
average revenue received for such gas 
dropped over 6 cents per thousand 
cubic feet. 

The reported revenue deductions 
were greater in 1941 than in any of 
the preceding three years as shown 
in Table 5. The individual items or 
groups of expenses, while varying 
between years, were generally higher 
in 1941 and in the aggregate exceed- 
ed 1940 by about $86,000 and were 
$121,000 more than 1938. The 
largest increase during the 4-year 
period was for annual depreciation 
expense. In 1941, the provision for 
this item amounted to $110,000 of 
which $8,772.45 were entered in 
clearing accounts and $101,227.55 
charged to operations. This was 
more than three times the amount 
provided in 1938 and represents over 
$70,000 of the increase in the total 
operating expenses between the two 
years. Production expenses increased 
steadily in each of the three latter 
years and accounted for $48,000 of 
the over-all increment in revenue de- 
ductions. Variations in the other 
operating groups about offset each 
other; distribution expenses and ad- 
ministrative and general expenses 
each increased about $10,000 with 
customers accounting and collecting 
expenses, sales promotion expenses, 
and operating taxes decreasing near- 
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ly $20,000 in the aggregate. Federal 
income tax was a small factor in each 
year of the period except 1940 when 
the company charged $28,069.84 for 
this item. The amount shown in 
1941 represents an adjustment for 
a prior year’s underaccrual; permis- 
sible tax deductions resulting from 
refinancing relieved the company of 
any Federal income tax liability on 
its 1941 earnings. 

If it were unnecessary to revise 
the reported operating revenues and 
expenses for 1941 in order to show 
the real income for that year, the 
New York and Richmond Gas Com- 
pany would have earned 6.99 per cent 
on the rate base determined herein 
and a reduction in its rates would be 
in order. This calculation is merely 
of academic interest since the com- 
pany was not required to accrue or 
pay Federal income taxes on its 1941 
earnings. If the reported figures 
were accepted in all other respects 
and adjusted for this one item, the 
operating income would be reduced 
by approximately $23,000 and the re- 
turn would have been 6.41 per cent. 
There are, however, other questionable 
charges in the 1941 operating ex- 
penses and before a proper yield for 
that year can be shown it will be nec- 
essary to consider each of these items. 


Adjusted Operating Income for 1941 


No questions were raised in con- 
nection with the reported operating 
revenues for 1941. Two adjustments 
to the reported operating expenses for 
that year are necessary, however, to 
parallel the rate base as determined 
herein. 


Construction Overheads 
[10] In determining the value of 
48 PUR(NS) 


the company’s property on which it 
was entitled to earn a fair return, 
certain construction overheads des. 
ignated as “construction supervision” 
and “general office expense” were 
eliminated from the original cost of 
plant in service. The capitalization 
of the former item ceased in 1940, 
but in 1941 the company transferred 
$12,899.50 from administrative and 
general expenses to construction work 
for the latter overhead. As the 
capitalization of this item is disal- 
lowed, the reported operating ex- 
penses (administrative and general) 
should be increased by $12,900, in 
order that the company will not be 
deprived of expenses actually incurred 
in connection with its operations. 


Annual Depreciation Expense 


Early in 1941, the company filed 
a petition with the Commission ask- 
ing for authority to issue first mort- 
gage 44 per cent bonds in order to 
redeem outstanding first refunding 
mortgage 6 per cent bonds. After 
discussing the company’s financial 
status and pointing out the inadequacy 
of its depreciation reserve, the Com- 
mission concluded that any authority 
granted should be conditioned on the 
establishment of an improvement 
fund to be utilized for the payment 
of additions to utility plant used and 
useful in the public service or the re- 
tirement of its bonded obligations. 
In the order authorizing the refund- 
ing program, the company was [e- 
quired to set aside before the payment 
of dividends at least $110,000 in 1941 
for this purpose and in each year 
thereafter a similar amount modified 
in accordance with the changes in 
certain plant accounts. Provision 
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was made, however, permitting the 
company to credit this entire amount 
to its depreciation reserve but re- 
quired the company to deposit cash 
funds to the extent the required res- 
ervation exceeded the amount ac- 
tually credited to the reserve. As a 
result of these requirements, the com- 
pany elected to credit the entire $110,- 
000 to the reserve in 1941, charging 
$101,227.55 to depreciation expense 
and the balance ($8,772.45) to clear- 
ing accounts. 

Mr. Hine prepared two estimates 
of annual depreciation expense appli- 
cable to the property of the company 


consistent with his determination of 
accrued depreciation. The annual 
amount of depreciation applicable to 
each plant account as estimated by 
Mr. Hine aggregates $104,911.30 as 
of January 1, 1941, and $107,027.07 
as of December 31, 1941, and are 
shown in Table 7 which also sets 
forth the annual rates determined by 
him. Eliminating from each of these 
estimates the annual depreciation ex- 
pense on stores equipment, transpor- 
tation equipment and tools and imple- 
ments which was charged by the com- 
pany to clearing accounts in 1941, 
the revised amounts applicable to op- 


Table 7. Annual Depreciation Requirement, 1941 
At January 1, 1941 
Rate 
(Per Cent) 


Production Plant 
3i1 Land and land rights 
312 Structures and improvements 
313 Boiler plant equipment 
314 Other power equipment ..+............. 
318 Water gas generating equipment 
321 Coal, coke and ash handling equipment .. 
323 Purification equipment 
324 Residual refining equipment 
325 Other production equipment 
Storage Plant 
341 Land and land rights 
342 Structures and improvements 
Transmission Plant 
351 Land and land rights 
352 Structures and improvements 
353. Mains 
354 Pumping and regulating equipment 
Distribution Plant 
361 Land and land rights 
362 Structures and improvements 
363 Mains 
364 Pumping and regulating equipment 
365 Services 
366.1 Meters 
366.3 Meter installations 
General Plant 
370 Land and land rights 
371 Structures and improvements 
372 Office furniture and equipment 
Transportation equipment 
Stores equipment 
Shop equipment .......... Vines wecceewrs 
Laboratory equipment 
Tools and work equipment 
Miscellaneous equipment ..... asia wale 


At December 31, 1941 
Rate 
(Per Cent) 


2.14 
3.33 
3.33 
3.33 
2.86 
2.86 


Amount 


$5,553.85 


Amount 


$5,038.96 
3,274.53 
164.47 
8,458.82 
1,436.50 
2,780.25 
2,551.12 
865.20 


3,341.02 


80.52 
1,113.61 
954.18 


1,113.61 
1,021.20 


1,318.74 : 1,525.90 
28,673.83 ‘ 29,399.72 
1,134.79 . 1,134.79 
21,065.47 21,675.93 
8,149.21 8,419.60 
1,279.33 1,318.67 


3,276.99 
2,517.01 
4,340.57 
376.60 
594.86 
268.42 
1,868.67 
33.74 


$107,027.07 
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3,168.67 
2,494.04 
4,433.53 
376.60 
592.83 
268.42 
1,862.92 
33.74 


$104,911.30 
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erating deductions are $98,238.25 at 
the beginning of 1941 and $100,441.- 
23 at the end of 1941. 

[11] As it has been the practice of 
this Commission to determine the an- 
nual depreciation charge included in 
operating expenses upon the same 
facts and according to the same meth- 
ods that are used in determining ac- 
crued depreciation, the average of the 
revised figures will be adopted as the 
proper charge for annual depreciation 
expense in determining the adjusted 
operating income of the company for 
1941. This amounts to $99,339.74 
and is $1,888 less than the amount 
charged by the company as shown in 
Table 5. 


Theoretically, of course, correction 
should be made for the difference be- 
tween the amount actually charged to 
clearing accounts for depreciation ex- 
pense and the amount estimated by 
Mr. Hine for the same expense. It is 
impracticable, however, to adjust for 
this difference, which is approximate- 
ly $2,150, since the amount collected 
in a clearing account is usually trans- 
ferred to many other accounts. For 
example, in 1941 a portion of the ex- 
penditures charged to stores clearing 
account were transferred to each of 
the different operating expense groups 
as well as to construction work in 
progress, merchandising and jobbing, 
retirement work in progress, and a 
small portion to transportation clear- 
ing account, which in turn was trans- 
ferred to numerous other accounts. 
Obviously it is impossible from the 
record to trace the final disposition 
of the amounts entered in the various 
clearing accounts and for the purposes 
of this proceeding the charges made 
by the company will not be changed. 
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Merchandising, Jobbing, and Con. 
tract Work 

[12-16] For many years the Com. 
mission has held that it has no power 
to regulate charges for appliances or 
for jobbing work done by a utility 
company.® It has repeatedly held that 
it would not be fair on one hand to 
lower the cost of a utility service be- 
cause of a profit from such business 
or upon the other to burden all con- 
sumers with higher rates in order that 
certain consumers may have merchan- 
dising and jobbing service at less than 
cost. 

In the present proceeding, the New 
York & Richmond Gas Company re- 
ported a loss of $4,695.99 in connec- 
tion with its merchandising and job- 
bing activities for 1941. This is not 
the real loss incurred but merely the 
difference between the net revenues 
and certain expenses charged by the 
company to such activities, as shown 
in the following summary: 


Revenues : 
Gross sales of merchandising, 
jobbing and contract work .. $183,784.% 
Merchandise returns 6,553.22 


$177,231.74 


Expenses : 
Purchases of merchandise sold. . 
Delivery expense 
Installation expense 
Stores expense 
Reconditioning expense 
Direct taxes 
Discounts and allowances 
Uncollectible accounts 
Filing fees 


$131,845.77 
25,578.02 
13,420.27 
4,674.78 
5,296.75 
686.83 


$4,695.99 





2One of the early pronouncements was 
made by the Commission for the First Dis- 
trict in Just v. Consolidated Gas Co. PUR 
1918C 390. A recent case was decided by the 
appellate division, third department. o 
City Ice & Fuel Co. [1940] 260 App Div 537, 
370) 37 PUR(NS) 218, 23 NY Supp(2d) 
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The expenses assigned by the com- 
pany to the sale of appliances and oth- 
er jobbing work understate the total 
cost of such activities. The items 
shown do not reflect many of the di- 
rect costs necessarily incurred to ob- 
tain net revenues of over $177,000 
from the sale of appliances, and cer- 
tainly do not include any of the in- 
direct or overhead costs attributable 
to such work. Under the accounting 
procedure followed by the company 
in 1941, the cost of advertising and 
demonstrating appliances, the salaries 
and commissions paid to salesmen and 
outside dealers, the rent of space for 
display purposes, and the cost of super- 
vising all the related activities were 
omitted from the above and considered 
as applicable to the manufacture, dis- 
tribution and sale of gas. No part was 
allocated to merchandising, jobbing, 
and contract work. In addition, the 
cost of handling the individual cus- 
tomer accounts was included with cus- 
tomers accounting and collecting ex- 
penses, and no administrative and 
general expense was transferred or 
assigned to these activities. 

The company contends that the uni- 
form system of accounts does not re- 
quire an apportionment of the ex- 
penditures just enumerated between 
merchandising and jobbing and other 
activities. It claims that the testi- 
mony of Mr. Mylott, who pointed out 
that the company had not followed the 
requirements of the uniform system 
in that it had failed to apportion the 
charges for salaries and commissions, 
demonstrations, advertising, and mis- 
cellaneous sales promotion expenses 
to merchandising and jobbing, was 
contrary to the interpretation ex- 
pressed by W. J. Fitzpatrick, director 


of accounting, and M. F. Orton, di- 
rector of research and valuation, in a 
memorandum dated May 20, 1937, in 
Case 9187 approved by the Commis- 
sion on May 25, 1937. It further as- 
serted that for rate-making purposes 
the matter of apportionment of such 
expenses was unimportant since the 
revenues and expenses connected with 
merchandising and jobbing activities 
conducted for the purpose of inducing 
greater use of gas, like other promo- 
tional expenses, were classified as an 
operating item under the uniform sys- 
tem of accounts and therefore should 
be included in the fixation of gas 
rates. An examination of available 
data will show that the company’s 
claims in each of these respects are 
without merit and entirely contrary to 
the facts. 

The uniform system of accounts, 
effective January 1, 1938, requires 
that revenues and expenses in con- 
nection with merchandising, jobbing, 
and contract work shall be accounted 
for as follows: 

“B A 789. Merchandising, 
bing and Contract Work. 

“A. This account shall include ex- 
penses of merchandising, jobbing and 
contract work; also all revenues de- 
rived from the sale of gas merchan- 
dise, and jobbing or contract work, in- 
cluding any profit or commissions ac- 
cruing to the utility from jobbing 
work performed by it as agent under 
agency contracts, whereby it under- 
takes to do jobbing work for another 
for a stipulated profit or commission. 

“B. This account shall be subdivid- 
ed as follows: 

789.1 Revenues from Merchandis- 
ing, Jobbing and Contract Work. 


Job- 
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789.2 Cost of Merchandising, Job- 
bing and Contract Work. 

“Account 789.2 shall be subdivided 
so as to show the major items of costs 
and expenses. 


Items of Expense 


“1. Cost of merchandise sold, and 
of materials used for jobbing work, 
including transportation, storage, 
handling. 

“2. Direct taxes. 

“3. Discounts and allowances made 
in settlement of bills for merchandise 
and jobbing work. 

“4. Insurance on merchandise. 

“5. Inventory adjustments, 
chandise. 

“6. Losses from uncollectible mer- 
chandise accounts. 

“7, Pay and expenses of all em- 
ployees engaged in selling, delivery, 
installation, etc. 

“8. Reconditioning repossessed ap- 
pliances.” 


mer- 


In addition to the items of expense 
which the company definitely assigned 
to such activities in 1941, the above 
text for the account requires that there 
should be included also the pay and 
expenses of all employees engaged in 
selling, delivery, and installation of 
appliances. Reference to the preced- 
ing summary, however, discloses that 
the company did not charge any sala- 
ries or commissions paid to salesmen 
or to outside dealers although $32,- 
810.29 were charged for such purposes 
in 1941 to the account “salaries and 
commissions” under sales promotion 
expenses. The uniform system of ac- 
counts provides that the charges to 
this account are confined to “salaries 
and commissions paid to salesmen for 
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canvassing and soliciting new business, 
including the cost of preparing esti- 
mates for industrial and other cys- 
tomers.” As the charging of salaries 
paid salesmen for selling appliances js 
not permitted, it is not apparent how 
the requirements of these two ac- 
counts could be misinterpreted by the 
responsible accounting officer of the 
company. It is evident that the sal- 
aries and commissions paid in connec- 
tion with the sale of appliances should 
not be charged to Account 786 nor 
should the salaries and commissions 
paid in connection with sales promo- 
tional work be included in Account 
789. : 

There are only 8 expense items list- 
ed in Account 789, but in the annual 
report which the company is required 
to file with this Commission there are 
fourteen such items: with the last 
designated as “other expenses (speci- 
fy).” In general instruction 5 of the 
uniform system, it is pointed out that 

“Lists of ‘items’ appearing in the 
texts of the accounts or elsewhere 
herein are for the purpose of more 
clearly indicating the application of the 
prescribed accounting. The lists are 
intended to be representative, but not 
exhaustive. The appearance of an 
item in a list warrants the inclusion 
of the item in the account mentioned 
only when the text of the account also 
indicates inclusion, inasmuch as the 
same item frequently appears in more 
than one list. The proper entry in each 
instance must be determined by the 
texts of the accounts.” 

This means, of course, that if ex- 
penses such as advertising and demon- 
strating costs are specifically applicable 
to the sale of appliances they are to be 
included in Account 789 even though 
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they do not appear in the list append- 
ed to the text of that account. 

The claim that an apportionment of 
such expenses is unimportant for rate- 
making purposes merely because the 
accounting procedure provides that 
revenues and expenses of merchandis- 
ing and jobbing work shall be includ- 
ed aS an operating item is fanciful. 
The order adopting the uniform sys- 
tem of accounts on which the company 
depends for its authority specifically 
provides that “ in prescrib- 
ing this system of accounts, the Com- 
mission does not commit itself to the 
approval or acceptance of any item set 
out in any account for the purpose of 
fixing rates or in determining other 
matters before the Commission.” As 
previously pointed out, this Commis- 
sion has consistently held that the 
profits or losses sustained by a com- 
pany in connection with its merchan- 
dising and jobbing work will not be 
considered in the fixation of rates, and 
this rule is adhered to in this proceed- 
ing. 

In order to determine the full cost of 
the company’s merchandising activi- 
ties, let us examine Mr. Kohout’s tes- 
timony. He stated that in accordance 
with the requirements of Limitation 
Order No. L-79 issued by WPB under 
date of April 25, 1942, the company 
had stopped selling appliances except 
to customers who obtained releases for 
the replacement of equipment that was 
beyond repair and to housing projects 
and builders having priority orders. 
He pointed out also that if this cur- 
tailment of merchandising activities 
had been in effect during 1941 the 
charges to sales promotion expenses 
would have been $16,853.70 less than 
[4] 


the amount reported consisting of the 
following items: 


Supervision 

Salaries and commissions 
Demonstrations 

Advertising 

Miscellaneous sales expense 


11,421.31 


3,200.00 
1'538.32 


$16,853.70 


Based on Mr. Kohout’s testimony, it 
is apparent that at least $16,853.70 of 
the charges to sales promotion expenses 
related to the merchandising activities 
of the company. As the witness did 
not assign any portion of the expenses 
incurred for demonstrations or of the 
rent paid for display purposes, this is 
the minimum amount of sales promo- 
tion cost that should have been report- 
ed by the company as a part of the 
cost of merchandising, jobbing, and 
contract work. If this were done, the 
reported expenses of $181,927.73, 
shown in the preceding summary, 
would be increased to $198,781.43, and 
the reported loss would be at least $21,- 
549.69. But this figure is still not 
the real loss, as it does not include any- 
thing for administrative and general 
expenses applicable to merchandising 
activities. If such expenses were ap- 
portioned on a gross revenues basis, an 
additional sum of at least $10,000 
would be added to the foregoing 
amount increasing the loss to over 
$30,000. However, for the purpose 
of this proceeding, the revenues of the 
merchandising business of the compa- 
ny for 1941 will be taken at $177,231 
and the expenses attributable thereto at 
$198,781. Both items will be eliminat- 
ed in determining the reasonable rates 
for gas service, the net effect being a 
decrease in sales promotion expenses 
of $21,550. 
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Stone & Webster Fee 


[17] Question was raised as to the 
propriety of the fee of $1,250 per 
month paid to the Stone & Webster 
Service Corporation since January, 
1935, for certain services which are 
described in the agreement dated Janu- 
ary 21, 1935, as follows: 

“We understand the service you will 
furnish in checking or advising as to 
our operations will include in general 
plans or programs of our management, 
accounting and financial operations, 
extension of service to consumers, pro- 
motion of new business, preparation 
of rate schedules, efficiencies in opera- 
tion, benefits of your purchasing, in- 
surance, and tax departments and of 
your research, analysis, and budget or- 
ganization. All of your work is to be 
subject to the direction and control of 
New York and Richmond Gas Com- 
pany.” 

In 1941, the amount charged to op- 
erations for these purported services 
was $15,000, and in addition $1,429.- 
13 were also paid the same organiza- 
tion for miscellaneous services pre- 
sumably not covered by the contract 
and for expenses. 

What services were actually re- 
ceived by the company in return for 
the monthly payments which aggregat- 
ed $15,000 in 1941? One would ex- 
pect that the company’s president, who 
had the main if not the sole contact 
with the Stone & Webster organiza- 
tion, could cite many instances of spe- 
cific suggestions received from and 
special problems discussed with the 
Stone & Webster Corporation. But 
such was not the case. When pressed 
for the details or substance of the oral 
and written advice supposedly received 


48 PUR(NS) 


from Stone & Whester, the best Mr. 
Kohout could say was: 

“As I said before, they advised us 
on all of the matters on which we 
sought advice, namely, operations, con- 
struction, accounting, tax matters, and 
any other matters that we may have 
sought their advice on.” 

The witness was also very vague as 
to the number of meetings he had or 
the time spent with representatives of 
Stone & Webster. He did not keep a 
diary, a time sheet or record of time 
spent in consultation with such repre- 
sentatives, but made an “off-hand” es- 
timate that he visited their office and 
consulted with them on an average of 
once a week. If Mr. Kohout’s esti- 
mate of the number of meetings (52) 
is divided into the total fees paid in 
1941, a cost of nearly $300 per visit is 
obtained— a substantial rate of pay 
when one considers the witness’ inabil- 
ity to point out specific instances of 
services rendered by the engineers. 

This testimony by Mr. Kohout was 
presented at an early hearing in the 
proceeding and although considerable 
time elapsed before the record was 
closed, no further evidence was of- 
fered by the company on this subject 
to bolster or elaborate on Mr. Kohout’s 
original testimony. The only other 
time this matter was mentioned was 
during Mr. Mylott’s cross-examina- 
tion by counsel for the company when 
it was pointed out that neither he nor 
his assistants had inquired into the 
nature of the services rendered by the 
Stone & Webster Service Corporation. 
Lest any erroneous inferences be 
drawn, it should be recognized that 
the burden of proof is upon the com- 
pany to show the propriety of fees 
such as these, and this witness was un- 





CUSTOMERS v. NEW YORK & RICHMOND GAS CO. 


der no obligation to do more than point 
out the expenditures made for such 
services. 

In his brief, counsel for the compa- 
ny contends that the expenditures made 
for the so-called services rendered by 
Stone & Webster were proper and rea- 
sonable. In support of his contention, 
he claims that since the company oper- 
ates with a minimum of paid officials 
(officers’ salaries amounted to only 
$19,900 for 1941), this advisory tech- 
nical service supplants to a great extent 
expenditures that would otherwise 
have to be incurred for executive per- 
sonnel. On the other hand, the record 
shows that the company was the recipi- 
ent of numerous professional and ad- 
visory services and paid substantial 
amounts for the same. Legal services 
were rendered by Messrs. Whitman, 
Ransom, Coulson & Goetz, and by Mr. 
F. H. Innes, local counsel, at a cost of 
$29,100 and $1,000 respectively in 
1941. Accounting services were ren- 
dered by Messrs. Haskins & Sells at a 
cost of $2,500 for the same year. By 
reason of membership in various or- 
ganizations the company received or 
had available for its use various types 
of information and data. Membership 
was maintained in the Staten Island 
Chamber of Commerce, The National 
Association of Manufacturers, and in 
the American Gas Association, all of 
which furnish information to mem- 
bers, particularly the last-named or- 
ganization which furnishes or has 
available a wide variety of data for 
gas companies. 

The company failed to submit evi- 
dence to establish the necessity, 
amount, or value of the services pur- 
portedly rendered by the Stone & 
Webster Service Corporation. If Mr. 


Kohout could not be specific as to any 
benefits received, why was not some 
member of the staff of Stone & 
Webster produced to state what serv- 
ices and advice they rendered. But 
this was not done. Possibly some- 
thing should be allowed, but the rec- 
ord furnishes no basis for determining 
the amount or value of services ren- 
dered, upon the record, the amount 
must be disallowed. 


Legal Expenses 


[18-21] In the administrative and 
general group of expenses, there are 
two subdivisions, “legal services” and 
“regulatory Commission expenses,” 
that need to be analyzed in order to re- 
view the total legal fees and disburse- 
ments included in operating expenses 
in 1941. The charges to the former 
account amounted to $12,472.54 sub- 


divided as follows: 
Whitman, Ransom, Coulson & 
Goetz 
Services 
Expenses 
Millbank, Tweed & Hope 
F. H. Innes 
Miscellaneous expenditures re title 
to land 
Printing, photographs and photo- 


514.53 
54.06 


$12,472.54 


The payment of $1,000 to F. H. 
Innes as well as disbursements of $54.- 
06 for printing photographs and photo- 
stats appear to be normal expenditures 
when compared with the amounts 
charged to this account for similar 
items in prior years. They will be 
allowed as proper operating expenses 
in determining the operating income . 
of the company for 1941. 

There are at least two items in 
the preceding summary that the com- 
pany conceded were not normal ex- 
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penditures. The first relates to the 
charge of $2,500 for legal services ren- 
dered by Millbank, Tweed & Hope in 
connection with a suit brought against 
the company by a holder of preferred 
stock (Scala v. New York & Rich- 
mond Gas Company), and the second 
is the charge of $514.53 for miscellane- 
ous expenses incurred in connection 
with the title to a parcel of land. On 
cross-examination Mr. Kohout admit- 
ted that each of these items was of a 
nonrecurring nature and in the brief 
filed on behalf of the company counsel 
eliminated the foregoing amounts in 
compiling the adjusted operating ex- 
penses applicable to 1941. Adopting 
the same treatment in this memoran- 
dum and eliminating these items will 
decrease the administrative and gener- 
al expenses in 1941 by $3,015; the 
operating income being corresponding- 
ly increased. 

This leaves only the amounts shown 
for the firm of Whitman, Ransom, 
Coulson & Goetz to be considered. In 
passing on the propriety of the charges 
by this firm, consideration must be giv- 
en to the substantial amounts charged 
to other accounts in 1941 for legal 
services and expenses paid to the firm. 
The aggregate of all such charges 
amounted to $31,598.26 and was en- 
tered in the following accounts: 


Operating expenses 


REI MOI CRIER i erncvGs nosh cor ceaterebeeaas 


Regulatory Commission expenses 

General office supplies and expenses 
Other deferred debits 

Prior preferred stock (Case 10282) 

First mortgage bonds (Case 10398) 


A negligible amount of the expenses 
shown in the preceding summary rep- 
resents costs incurred in another year. 
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The record discloses that $603.79 was 
inciuded for legal disbursements 
($401.67 in the account “legal sery- 
ices,” $174.33 in the account “regula- 
tory commission expenses,” and $27.- 
79 in the account “general office sup- 
plies and expenses”) applicable to 
1940 that were not charged until 1941, 
Conversely, there are expenses amount- 
ing to $253.77 actually incurred in 
1941 that were not recorded in the 
accounts until 1942. Thus, if the re- 
ported expenses were revised for these 
two amounts, the cost of legal services 
rendered by the firm of Whitman, 
Ransom, Coulson & Goetz applicable 
to 1941 would be reduced by $350.02 
to $31,248.24—an amount equivalent 
to nearly 2.5 per cent of the reported 
operating revenues of the company. 
The charges shown for services 
were covered by three bills from the 
firm. On for $12,000 was in connec- 
tion with the refinancing program con- 
summated in 1941. This charge as 
well as expenses of $1,417.19 were not 
chargeable to operating expenses. 
They were recorded by the company 
as a cost of issuing its 44 per cent first 
mortgage bonds (Case 10398), as 
shown in the preceding summary. 
Another bill for $1,700 was charged 
to the account “legal services,” and is 
included in the amount of $7,525 
Total 
$8,403.95 
4,074.33 
27.79 


5,675.00 
13,417.19 


$31,598.26 


Expenses 


$878.95 
174.33 


Services 
$7,525.00 
3,900.00 
5,675.00 
12,000.00 
$29,100.00 


1,417.19 
$2,498.26 





shown in the summary. The nature 
or character of the work done for this 
payment is not shown; there are no de- 
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tails in the record and it cannot be al- 
lowed as a normal operating expense. 

This disposes of all charges for 
services of the firm except $15,400 
covered by a third bill, a copy of which 
was furnished by the company in ac- 
cordance with instructions given at the 
last hearing. This voucher, consisting 
of eight pages of text, purports to list 
the various services rendered to the 
company and gives a description of the 
work done in connection with twenty- 
eight specific matters exclusive of the 
itm “other sundry and _ incidental 
services.” The bill does not divide 
the total payment between the various 
activities shown thereon but it does 
propose charging $2,600 to the ac- 
count “regulatory Commission ex- 
penses” and $12,800 to the account 
“legal services.” 


This division was originally fol- 


lowed by the company but later modi- 
fications resulted in charging only $5,- 
825 to “legal services” while $3,900 
was included in “regulatory Commis- 
sion expenses” and $5,675 in the sus- 
pense account “other deferred debits.” 
It would appear from this distribution 
that $9,725 ($5,825 and $3,900) of 
the total covers services that were 
chargeable to operating expenses and 
$5,675 relates to nonoperating matters. 
This, however, is entirely contrary to 
the facts. The entire bill of $15,400 
was for legal services chargeable to op- 
erating expenses as indicated by the 
bill itself. But as a result of incorrect 
accounting procedure followed by the 
company, the operating charges for 
legal services are understated by the 
amount entered in “other deferred 
debits” in connection with the issuance 
of prior preferred stock (Case 10282). 

In 1940, the company issued prior 


preferred stock in exchange for the 
outstanding cumulative preferred 
stock. The cost of the services fur- 
nished by Whitman, Ransom, Coul- 
son & Goetz in connection with this 
matter was charged by the company 
along with all other payments to the 
firm in that year to the operating ex- 
pense account “legal services.” No 
amount was allocated to the cost of is- 
suing the prior preferred stock, conse- 
quently the operating charges for 
“legal services’ were overstated and 
the reported net income of the compa- 
ny understated by the amount appli- 
cable to the capital adjustment plan. 
When the company realized that a 
portion of the legal services rendered 
by the firm in 1940 was applicable to 
the plan, it transferred $5,675 from 
the 1941 charges in the account “legal 
services” in order to record all the 
costs incurred in connection with the 
issuance of its prior preferred stock. 
A more correct treatment of this mat- 
ter would have been for the company 
to transfer this amount from “earned 
surplus,” into which all operating 
charges had been closed at the end of 
1940, but this it did not do. It trans- 
ferred a portion of the 1941 payments 
to the firm and as a result the operat- 
ing charges for legal services are un- 
derstated to this extent. 

The company accorded similar treat- 
ment to another item which does not 
reduce the total charges to operating 
expenses for legal costs. It does, how- 
ever, result in an understatement of 
the amount applicable to the operating 
account “legal services” and corre- 
spondingly increases the reported 
charges to “regulatory Commission 
expenses.” As previously stated, the 
bill rendered by Whitman, Ransom, 
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Coulson & Goetz for its services in 
1940 was charged by the company to 
the operating account “legal services.” 
It now appears that $1,300 of the total 
related to matters chargeable to the 
account “regulatory Commission ex- 
penses,” and in 1941 the company 
transferred this amount from the ac- 
count “legal services” to the account 
“regulatory Commission expenses’ to 
effect an adjustment that related to the 
1940 expenses. This entry, however, 
should never have been made. If the 
charges to the 1940 accounts were im- 
properly classified, a transfer between 
the 1941 accounts does not correct the 
erroneous accounting in a previous 
year; it only misstates the amounts in 
the accounts for 1941. 

If the proposed allocation shown on 
the bill of Whitman, Ransom, Coulson 
& Goetz were a correct allocation 
$2,600 should have been assigned to 
“regulatory Commission expenses” 
and $12,000 to “legal services.” This 
would mean that the reported operat- 
ing expenses for 1941 were under- 
stated by $5,675 and the operating in- 
come overstated by the same amount. 

But let us consider the charges them- 
selves. A few of the matters appear- 
ing on this bill merit notice. For ex- 
ample, it shows that the firm devoted 
additional time to the plan of capital 
adjustment (Case 10282) in 1941. It 
appears that conferences were held 
with the company executives, reports 
prepared and various orders of the 
Commission in the proceeding re- 
viewed. The case related to the is- 
suance of prior preferred stock in ex- 
change for the outstanding cumulative 
preferred stock of the company and is 
certainly not a normal operating ex- 
pense charge. The bill does not per- 
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mit an allocation of the total charges 
to this work as the time devoted to 
each matter by the firm is not shown 
on the bill. 

The services of the law firm were al- 
so devoted during 1941 to a stockhold- 
er’s suit known as “Scala v. New York 
& Richmond Gas Company.” The in- 
formation shown in the bill is insuff- 
cient to permit a determination as to 
whether the cost of legal services was 
a proper operating expense. It is 
clear, however, that it was nonrecur- 
ring in character . 

Another matter for which the 
charges should be challenged is the 
cost of the work done in connection 
with the “proposed private sale of $2,- 
275,000 of bonds. Sufficient detail is 
again lacking for a determination of 
the proper accounting treatment of the 
item, but legal services for items of 
this character will not be required for 
some time ; the outstanding 44 per cent 
first mortgage bonds do not mature 
until August 1, 1966. These items 
cannot be included in normal operat- 
ing expenses for future rates. 


According to the bill, time was de- 
voted to other matters of a nonrecur- 
ring nature such as examining the 
opinion and orders of the Commission 
in the accounting proceeding (Case 
8700) 23 PUR(NS) 463, reviewing 
the assessment of costs orders in the 
accounting proceeding (Case 8700), 
and title search and removal of tax 
liens on property; but as in the in- 
stances just outlined, it is impossible 
from the data shown on the bill to de- 
termine the cost of the services ren- 
dered by the firm on each of these 
specific matters. 

It is apparent from what has been 
said that on the basis of the record 
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it is impossible to determine what part 
of the $15,400 item for legal services 
of the firm of Whitman, Ransom, 
Coulson & Goetz is properly to be con- 
sidered as an operating expense in de- 
termining rates for the future. The 
company actually charged in the year 
1941 $7,525 for services and $878.95 
for legal expenses, totaling $8,403.95. 
Of this amount, a bill for $1,700 has 
been considered and found not to be 
supported by any details which would 
show the nature of the services or the 
character of the work performed. De- 
ducting this amount leaves $6,703.95. 
Of this amount, there should be added 
the payment to Innes of $1,000 and 
certain expenses of $54.06, making a 
total of $7,758.01 which we shall con- 
sider as the normal recurring operat- 
ing expenses for the purpose of fixing 
future rates. 


In regulatory Commission expenses, 
there was included by the company 
$3,900, being part of the charges of 


the Whitman firm. This amount is 
part of the $15,400 which we have 
discussed and as to which there is no 
basis for a determination of a proper 
amount. In 1940, there was no charge 
for such expenses. The entire amount 
might be excluded for the reason that 
no basis has been established for de- 
termining what the proper amount 
should be. In the absence of proper 
proof, which it was the company’s 
duty to supply, we will spread the legal 
charge of $3,900 over two years and 
allow the remaining charges to stand. 
This will eliminate $1,900 from the 
total charge of $5,413.13, leaving 
$3,513.13 as a basis for future rates. 


Injuries and Damages 


[22] The charges to the operating 


account “injuries and damages” 
amounting to $6,974.86 in 1941 in- 
clude $6,750 paid by the company in 
the settlement of a damage suit in 
which the plaintiff sued for about 
$12,000. Mr. Kohout testified that 
this loss had been originally covered 
by accident insurance but that the in- 
surance carrier had been placed in 
bankruptcy and the company forced 
to assume the burden of the payment 
of this claim. It is apparent, there- 
fore, that this item is an abnormal 
charge for 1941 and should be elimi- 
nated in determining the reasonable 
operating income earned by the com- 
pany in that year. The premiums for 
accident insurance are _ scattered 
through various accounts, principally 
“insurance.” 


Miscellaneous General Expenses 


[23] An analysis of the charges to 
the operating account “miscellaneous 
general expenses” for each of the 
years 1938 to 1941 inclusive are 
shown in Table 23 of Exhibit 9. Ac- 
cording to the testimony of Mr. Koh- 
out, it is necessary to adjust the 
charges in each of these years for the 
salary of one employee erroneously 
included in this account rather than 
in “other general office salaries” in 
order to make the totals comparable. 
Adjusting for this item, the charges 
for 1941 amounted to $7,365.47 com- 
pared with $3,566.05 for 1940, $3,- 
759.79 for 1939, and $3,615.12 for 
1938. The increase in 1941 over the 
preceding years is due largely to a 
charge of $2,414.28 for tax and in- 
surance service; no charge for similar 
services appeared in the two preced- 
ing years and only $35 entered in 
1938. On cross-examination, Mr. 
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Kohout stated that the company did 
not anticipate incurring expenses of 
this character in the near future. This 
amount, therefore, should be eliminat- 
ed in determining the normal operat- 
ing expenses of the company for 1941. 

About $1,000 of the increase in the 
charges for 1941 compared with 1940 
is accounted for by additional dues of 
various boards, councils, and associa- 
tions. Such charges in 1941 amounted 
to $2,382.68 and consisted of the fol- 
lowing items: 


.. $1,157.68 
1,050.00 


The American Gas Association .. 

Staten Island Chamber of Commerce 

National Association of Manufac- 
turers 

Greater New York Safety Council .. 

Staten Island Real Estate Board .. 


50.00 
25.00 
$2,382.68 


Each of the first three items shows 
a considerable increase over the 
amounts charged in 1940; in the first 
case of about $400, in the second $600, 
and in the third $75, or a total of 
$1,075. These increases together 
with the unusual item just discussed 
constitute most of the increase in the 
total charges to this account for the 
year 1941 over 1940 and 1939. There 
is no explanation of these increases 
and it would seem that an allowance 
of $4,000 (which is more than the 
correct amounts charged in 1938, 
1939, or 1940) would be ample for 
normal expense in determining future 
rates. 

Up to this point consideration has 
been given to all changes or corrections 
of operating costs for 1941 except 
Federal income tax. A summary of 
such revisions which result in an ad- 
justed operating income before Fed- 
eral income tax of $308,731 is shown 
in the following table: 
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Table 8. Adjusted Operating Income, 1941 


Reported operating income before 
Federal income tax (Table 5 
[herein omitted] ) 

Additions : 

Loss on merchandising, jobbing, 
and contract work 
Stone & Webster Service Cor- 
poration fees 
Charges to legal expenses elimi- 
nated : 
Millbank, Tweed & Hope fee re 
stockholders’ suit 
Whitman, Ransom, Coulson & 
Goetz 
Miscellaneous expenditures re 
title to land 515 
Charge to regulatory Commission 
expenses reduced: 
Whitman, Ransom, Coulson & 
Goetz 
Injuries and damages—loss 
bankruptcy of insurance carrier 
Tax and insurance service fee .... 
Reduction of Miscellaneous Gen- 
eral Expenses 951 
Reduction of depreciation accrual 1,888 


$321,631 


1,900 


6,750 
2,414 


Deductions : 

Administrative and general ex- 
penses transferred from con- 
struction 


Adjusted operating income before 


Federal income tax 

[24] This operating income would, 
of course, have to be reduced by the 
amount of Federal income tax at the 
1941 rates before a determination 
could be made of the rate of return 
actually earned on the rate base of 
$3,796,000 found for 1941. However, 
such a calculation is merely of aca- 
demic interest since the 1941 income 
omits a number of important changes 
that must be given consideration in 
estimating the expected income for the 
future. 

Primarily, adjustment must be 
made for a number of increases in 
operating costs known to have oc- 
curred in 1942, the effect of which 
does not appear in the 1941 state- 
ments. Increases in gas sales indicat- 
ed by the operating results for the first 
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three months of 1942 must be consid- 
ered and of course Federal income 
taxes will have to be computed at the 
rates recently fixed for 1942 opera- 
tions. 


Increased. Operating Expenses 


According to testimony by Mr. 
Kohout, two important classes of ex- 
penses, i.e, wages and fuel, have 
shown material increases in cost since 
December 31, 1941. It is true that 
the 1941 costs included several wage 
increases but these were in effect for 
only a portion of that year. If such 
increases had been in effect for the full 
year of 1941 and if the wage incre- 
ments since the close of 1941 were also 
reflected on an annual basis, operating 
expenses for the year would have been 
$14,319 more than the total shown. 
In arriving at this estimate, Mr. Koh- 
out stated that all social security taxes 
have been included while the wages of 
employees whose services had been 
terminated and who had not been re- 
placed were excluded. 


Detailed testimony was presented by 
Mr. Kohout regarding increases in the 
cost of various fuel used in the manu- 


facture of gas. He estimated the in- 
crease applicable to 1941 operations 
at a net amount of $51,540.46. This 
increase represents the difference be- 
tween the actual cost of fuel in 1941 
and the same quantities priced at May, 
1942, price levels, and reflects a rise 
of about 23 per cent over the actual 
costs in 1941. It is of interest to note 
that according to Mr. Kohout price 
ceilings have not been fully effective 
in limiting increases in fuel costs due 
to the substitution of rail shipments 
for water transportation formerly 
used. 


An increase of approximately $4,- 
800 in real estate and special franchise 
taxes is expected for 1942- according 
to Mr. Kohout. The amount of this 
increase is based on known factors 
and will have to be taken into consid- 
eration in arriving at the adjusted 
operating income for rate purposes. 

Accepting Mr. Kohout’s estimates 
for increases in operating costs and 
taxes, there will be a total increase of 
$70,659 in 1942 as compared with 
1941 assuming the company manufac- 
tures the same quantity of gas in 1942 
as it did in 1941. These increased 
costs reduce the adjusted operating in- 
come before Federal taxes from $308,- 


731 to $238,072. 


Federal Income Taxes 


As pointed out previously Federal 
income tax constitutes a major factor 
in arriving at net income available for 
return, especially in these days of ele- 
vated tax rates. 

The book accrual for 1941 was only 
$1,060.04 and that represented an ad- 
justment of a prior year’s tax rather 
than the charge for 1941. No income 
tax was payable for 1941 due to the 
fact that the company had incurred 
expenses in connection with redemp- 
tion of its 6 per cent bonds, which, 
while they were not a part of the in- 
come account, could nevertheless be 
used as deductions in computing the 
amount subject to income tax. Ap- 
parently this fortuitous circumstance 
will preclude the payment of income 
taxes for 1942 also. However, the 
bond redemption expenses do not con- 
stitute a continuing factor and should 
be dismissed from consideration in 
any computation of the income tax 
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liability applicable to the adjusted op- 
erating income. 


The proper income tax applicable to 
the operating income as corrected will 
have to be computed by taking into 
consideration not only the adjustments 
to operating income discussed previ- 
ously but also changes in income de- 
ductions, such as bond interest which, 
while deductible for income tax pur- 
poses, are not considered in determin- 
ing operating income. A tabulation 
taking into consideration the items dis- 
cussed is as follows: 


Adjusted operating income ......-- $238,072 


Deduct : 
Other income (expense) 
Interest on long term debt 
Income deductions exclusive of in- 
come taxes 


Total deductions 


Balance, subject to normal tax $131,276 


Less: Yearly dividends requirement 
on preferred stock 


Balance, subject to surtax 


It should be noted that the amounts 
for other income, interest on long- 
term debt, and income deductions ex- 
clusive of income taxes appearing in 
the above summary are not the same 
amounts as appear in the books for 
1941, but are taken from Exhibit 14 
submitted by the company which pur- 
ports to show the effect of certain ex- 
pected changes not only in operating 
expenses but also with respect to in- 
come deductions for 1941. For ex- 
ample, interest on long-term debt is 
shown above as $90,313 representing 
interest on the outstanding bonds at 
the new rate of 44 per cent in place of 
the actual interest paid for 1941. In 
determining the taxable amounts of 


$131,276 and $46,622, all known fac- 
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tors having an effect on taxable income 
have been taken into consideration. 

Having determined the amounts 
subject to tax, all that needs to be done 
is to apply the proper tax rates. In 
the revenue act recently enacted, cor- 
porations having taxable income in ex- 
cess of $50,000 are required to pay a 
normal tax of 24 per cent on all such 
income and a surtax of 10 per cent on 
the first $25,000 and 22 per cent on the 
balance, when the surtax net income 
is less than $50,000 as in this instance, 
The application of these rates to the 
adjusted taxable income shown above 
results in a Federal income tax liabili- 
ty of $38,763. Deducting Federal in- 
come taxes from the adjusted operat- 
ing income produces a net income 
available for return of $199,309 which 
is equivalent to 5.25 per cent on the 
rate base of $3,796,000 heretofore de- 
termined for 1941. 


The procedure which has been fol- 
lowed in reaching this result is open 
to one important criticism. The 1941 
figures for revenues, expenses, taxes, 
etc., have been adjusted for certain in- 
creased expenditures for 1942. While 
the company emphasized these factors, 
it did not include any estimates of in- 
creased revenues for that year. Nat- 
urally, if one is to consider increased 
expenditures for a later period than 
that for which definite figures are pre- 
sented, the whole field should be cov- 
ered. It is hardly fair to emphasize 
increased costs without completing the 
picture and showing what increased 
revenues there would be and likewise 
any decreased expenses which might 
accrue. 

There is not in the record a com- 
plete statement of revenues and ex- 
penses for 1942, the case having been 
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closed before the year ended. The only 
data in the record relative to actual 
results in 1942 relate to the first quar- 
ter. Such data show that gross reve- 
nues increased over the corresponding 
period in 1941 $16,076.43. As re- 
ported expenses increased more rapid- 
ly than revenues, the net income before 
deducting Federal income tax de- 
creased $9,129.70. Thus, so far as 
the first quarter of 1942 is concerned, 
the showing is less favorable than 
1941. 

After the record was closed, later 
reports were submitted to the Com- 
mission, but the final figures for 1942 
as to property, revenues, and expenses 
have not been received. These addi- 


43% bonds 
6% preferred stock 


6% prior preferred StOcke f...icctecssccosceses 


Consumers’ deposits—4% 
Common stock, stated value 


tional reports are not a part of the 
record and may not be considered in 
reaching a determination. It may be 
said, however, that while a detailed 
analysis has not been made, it does not 
appear that the rate of return would 
materially exceed 5.5 per cent upon the 
adjusted value of the property. 


Rate of Return 


[25] In any detailed consideration 
of rate of return, the first thing to be 
considered is the current cost of mon- 
ey, for a fair rate of return is not a 
static rate which is applied indiscrimi- 
nately year after year to all utilities 
alike irrespective of actual conditions. 
This point has been made crystal clear 
by the Supreme Court of the United 
States in many decisions cited by other 


courts and Commissions. See for ex- 
ample, Willcox v. Consolidated Gas 
Co. (1909) 212 US 19, 48, 53 L ed 
382, 29 S Ct 192, 48 LRA(NS) 1134, 
15 Ann Cas 1034; Bluefield Water 
Works & Improv. Co. v. West Vir- 
ginia Pub. Service Commission, 262 
US 679, 692, 67 L ed 1176, PUR 
1923D 11, 43 S Ct 675; and Dayton 
Power & Light Co. v. Ohio Pub. Utili- 
ties Commission (1934) 292 US 290, 
311, 78 L ed 1267, 3 PUR(NS) 279, 
54 S Ct 647. 

Upon December 31, 1941, the com- 
pany had securities and debts out- 
standing of $4,752,725 upon which in- 
terest and dividend requirements were 
as follows: 


Amount 
Outstanding 


Interest and Dividend 
Requirements 
$90,313 


5,652 
84,348 

11,109 
59,500 at 7% 


$4,752,725 $250,922 


The average cost of funds on the 
basis of the above figures is 5.28 per 
cent. 

In comparison with other compa- 
nies, the above rates for the underly- 
ing securities are somewhat above in- 
terest and dividend rates paid by other 
companies. It is to be borne in mind, 
however, that the company here being 
considered is a gas company and ex- 
perience has shown that companies 
rendering only gas service have not 
been able in recent years to float se- 
curities at as low rates as electric com- 
panies or as electric and gas compa- 
nies. Three per cent bonds have been 
issued by many companies in the last 
ten years and in some instances under- 
lying bonds have been issued at a lower 
actual rate than 3 per cent. Preferred 
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stocks bearing a dividend rate of 5 per 
cent have frequently been sold at par 
or more and at the present time 5 per 
cent preferred stocks of electric and 
electric and gas companies are selling 
at a premium. The 4 per cent paid 
upon consumers’ deposits is a rate 
fixed by the legislature within the last 
few years and is a distinct recogni- 
tion of the reduced cost of money. 
This rate was reduced at the request 
of the companies themselves and is 
based upon the assertion by them that 
the interest rate so markedly declined 
that a 4 per cent return to consumers 
was more than they could secure else- 
where and was no greater reduction 
as compared with the rate formerly in 
existence of 6 per cent than the actual 
decline in the average cost of money, 

As to a 7 per cent dividend rate 
upon the common stock, it is undoubt- 
edly true that such a rate for a public 
service corporation is quite sufficient 
to attract capital provided that the 
company is soundly and conservatively 
financed, efficiently administered, and 
wisely engineered. 

It should be carefully noted that the 
total par value of the securities and 
debts listed above ($4,752,725) as of 
December 31, 1941, is considerably in 
excess of the original cost of the prop- 
erty as shown by the company’s rec- 
ords plus working capital less the ac- 
crued depreciation found in this mem- 
orandum actually to exist in the prop- 
erty and less contributions ($3,796,- 
000). To be exact, the difference is 
$956,725—an amount in excess of the 
stated value of the common stock. Not 
long ago, a report was submitted in 


Case 8700, supra, which covered all 
the ledger accounts of the company 
with the exception of the depreciation 
reserve and at that time it was point- 
ed out that the adequacy of the re. 
serve had yet to be determined al. 
though it appeared that the book re- 
serve was very deficient. The testi- 
mony in this case shows that as of 
December 31, 1941, the amount in the 
reserve was $664,600.43. The amount 
of accrued depreciation according to 
Mr. Hine as of the same date was 
$1,415,818.50. The deficiency of the 
reserve, therefore, appears to be over 
$750,000. The explanation of the 
balance is to be found in the difference 
between the current and deferred as- 
sets and the accrued liabilities and 
contributions made by consumers. 


Conclusion 


Giving weight to all of the above 
considerations, it does not appear that 
the facts of record would justify any 
reduction or increase in rates current- 
ly charged. Whether the actual re- 
sults obtained since 1941 would affect 
this conclusion cannot be determined 
as they are not a part of the record in 
this case. 

Approved by the Commission, 
March 16, 1943, Commissioner VAN 
NAMEE making the following state- 
ment: “I do not consider a return of 
6 per cent unreasonable, As the rate 
of return in this case is approximate- 
ly 5.5 per cent and the decision in- 
volves no reduction or increase in 
rates, I vote for the decision in this 
case.” 
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RE NEW HAVEN & SHORE LINE RAILWAY CO. INC. 


CONNECTICUT PUBLIC UTILITIES COMMISSION 


Re The New Haven & Shore Line 


Railway Company, Incorporated 


[Docket No. 7300.] 
Rates, § 417 — Motor busses — Surcharge to cover bridge toll — Federal price 


control. 


A bus company should be permitted to charge its passengers a toll or sur- 
charge for transportation on routes over a new state highway bridge suff- 
cient to reimburse the company for the tolls it must pay to the Bridge 
Authority, as established by the state, notwithstanding contentions by the 
Office of Price Administration that this constitutes a general increase in 
rates within the meaning and prohibition of the Federal Price Control 


Act and Federal regulations. 


{February 25, 1943.] 


ETITION by bus company for permission to charge passengers 
P. toll or surcharge for transportation on routes crossing a 
toll bridge; granted. 


By the Commission: The New 
Haven and Shore Line Railway Com- 
pany, Incorporated, operates motor 
bus common carrier service between 
New London, Connecticut, and the 
Rhode Island-Connecticut state line 
and westerly, Rhode Island, its so- 
called main line of its eastern division. 
It also operates motor bus common 
carrier service between New London 
and Navy Heights, so-called, via Con- 
necticut Highway 84; between New 
London and the Hotel Griswold via 
Thames street and Eastern Point road 
in Groton; and also between New Lon- 
don and Avery Point, in Groton, via 
Thames street, Eastern Point road 
and Government Reservation known 
as Branford Court and Bills Court. It 
also operates motor busses in war 
transportation service from Old Say- 
brook via U. S. Highway 1 to New 


London and thence to the Electric Boat 
Company in Groton, including the 
Victory Plant thereof. In all of these 
operations it operates over a presently 
existing bridge spanning the Thames 
river. 

The Groton-New London Bridge 
Commission, created by the state of 
Connecticut, has recently completed 
the construction of a new bridge over 
the Thames river north of the present 
bridge and on December 11, 1942, 
that authority prescribed a schedule of 
tolls to be charged the operators of all 
types of vehicles and pedestrians in 
exercising the privilege of using the 
new bridge. This schedule of tolls 
prescribed a commutation rate of 35 
cents for each crossing to be charged 
all motor bus common carriers mak- 
ing twenty or more single crossings 
per day. 
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Under date of January 20, 1943, 
the New Haven & Shore Line Rail- 
way Company, Inc., filed with the 
Commission a petition that it be au- 
thorized to collect 2 cents per passen- 
ger (over five years of age) per one- 
way trip, effective with the opening of 
the new bridge. In a separate memo- 
randum of decision, dated February 
23, 1943, the company is receiving 
authority from the Commission to op- 
erate its motor busses over the new 
bridge, pursuant to application of the 
carrier (numbered 2785) and after a 
hearing thereon. 

Section 1 of an Act of Congress 
enacted on October 2, 1942, amend- 
ing the Emergency Price Control Act 
of 1942 provides, among other things: 

“That no common carrier or other 
public utility shall make any general 
increase in its rates or charges which 
were in effect on September 15, 1942, 
unless it first give thirty days’ notice 
to the President, or such agency as he 
may designate, and consents to the 
timely intervention of such agency be- 
fore the Federal, state, or municipal 
authority having jurisdiction to con- 
sider such increase.” 

The President, by Executive Order 
No. 9250, dated October 3, 1942, pur- 
suant to the authority vested in him 
by the Constitution and statutes, and 
particularly by said Act of October 2, 
1942, established the Office of Eco- 
nomic Stabilization “in order to con- 
trol so far as possible the inflationary 
tendencies and the vast dislocations at- 
tendant thereon which threaten our 
military effort and our domestic eco- 
nomic structure, and for the more ef- 
fective prosecution of the war;”’ and 
in Par. 4 of Title VI of said order 
provided that: 
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“The Director (of Economic Sta- 
bilization) shall be the agency to re- 
ceive notice of any increase in the 
rates and charges of common carriers 
or other public utilities as provided in 
the aforesaid act of October 2, 1942.” 

The Director of Economic Stabilj- 
zation, by his Directive No. 1, dated 
October 14, 1942, pursuant to the au- 
thority vested in him by said Execu- 
tive Order No. 9250, and in order to 
effectuate the provisions of Par. 4 of 
Title VI of such order and of § 1 of 
the Act of October 2, 1942, designated 
“the Price Administrator of the Of- 
fice of Price Administration as the 
representative of the Director of Eco- 
nomic Stabilization to receive notices 
and to intervene and participate in pro- 
ceedings before Federal, state, and 
municipal authorities in connection 
with proposed increases in such rates 
and charges, subject to such directives 
on policy as may be issued by the di- 
rector.” 

In compliance with procedural reg- 
ulation No. 11 of the Federal Office 
of Price Administration the petition- 
er, as above set forth, gave due no- 
tice to the Federal Office of Price Ad- 
ministration of its petition pending 
before the Commission. It also con- 
sented to the timely intervention of the 
Price Administrator in the pending 
proceeding and supplied that office with 
all of the data which it required under 
its regulations in order to carry out 
the duties imposed upon it under an 
Act of Congress and direction of the 
President. 

A petition of The Connecticut Com- 
pany similar to that of the New Haven 
& Shore Line Railway Company, 
Inc. was filed with the Commission on 
January 18, 1943. Since that carrier 
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also proposed to supply motor bus 
common carrier service over the new 
bridge and it had also consented to the 
timely intervention of the Price Ad- 
ministrator, its petition was assigned 
to be heard jointly with that of the 
New Haven & Shore Line Railway 
Company, Inc. 

A hearing on the petition of the 
New Haven & Shore Line Railway 
Company, Inc. was assigned to be 
held at the office of the Commission in 
Hartford on February 2, 1943. No- 
tice of the pendency of the petition 
and of the time and place of hearing 
was given to the petitioner, to The 
Connecticut Company and to other in- 
terested common carriers, to the sec- 
retary of the Groton-New London 
Bridge Commission, to the city and 
town of New London, to the bor- 
ough and town of Groton, to the Fed- 
eral Office of Price Administration, 
and to other parties in interest, as fully 
appears from order of notice and re- 
turn thereon on file. At the time and 
place the petitioner appeared by its 
counsel and its general manager, The 
Connecticut Company by its counsel 
and its vice president, and the Federal 
Office of Price Administration by one 
of its attorneys, Robert S. Keebler, 
Esq. A protest was filed with the 
Commission by the borough of Gro- 
ton before the hearing against the 
granting of the petition of both car- 
tiers. The Office of Price Adminis- 
tration filed a motion with the Com- 
mission at the hearing requesting it 
to grant the Federal Price Adminis- 
trator leave to intervene in the pro- 
ceedings, which motion was granted. 
It filed also a written statement in 
which it asked to be considered the an- 
swer of that office to the petition and 


set forth reasons therein why, in its 
opinion, the petition should be denied. 

The New Haven & Shore Line 
Railway Company, Inc. estimated its 
several routes would together result in 
a total of 80,000 crossings per year, 
based upon two traffic counts taken in 
December, 1942, and January, 1943. 
This traffic count disclosed that the 
average number of passengers per trip 
being carried in December, 1942, was 
seventeen and in January, 1943, eight- 
een. The average number of passen- 
gers carried per trip is high at the 
present time because of the volume of 
transportation service being rendered 
by the company to defense industries. 
At the end of the national emergency 
it is, therefore, to be reasonably ex- 
pected that the volume of passengers 
will materially decrease. 

A revised schedule of tolls, approved 
by the governor and effective Febru- 
ary 27, 1943, the opening day of the 
bridge, reduces the commutation rate 
for motor busses from 35 cents to 30 
cents per crossing based on twenty or 
more single crossings per day. The 
surcharge of 2 cents per passenger is 
the same as the proposed toll for each 
pedestrian using the bridge. On the 
basis of the revised toll charge of 30 
cents per motor bus crossing, and the 
estimated number of total crossings 
during the year, the estimated cost to 
the company for tolls approximates 
$24,000 annually. Based on its traf- 
fic count taken in January, 1943, the 
surcharge of 2 cents per passenger 
which the company requests permis- 
sion to charge would return approxi- 
mately $27,168 annually. In addition, 
the company would be required to re- 
route its service over a longer route in 
order to cross the river on the new 
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bridge with some consequent increase 
in its operating expenses. The ab- 
sorption by the company of the toll 
cost, while not causing it to sustain a 
loss in its operations, would material- 
ly diminish its net income after pay- 
ment of all operating expenses and all 
taxes. 

Since the only purpose of the sur- 
charge is to reimburse the petitioner 
for the tolls it must pay to the Bridge 
Authority and since the surcharge 
would apply only so long as such tolls 
are in force, the only issue was in the 
field of price control as related to the 
national emergency and raised by the 
Office of Price Administration. This 


office claimed that the surcharge con- 
stitutes a general increase in rates 
within the meaning and prohibition of 
the Act of Congress and the Federal 
regulations, referred to above. It also 


claimed that under the Act of Con- 
gress and the regulations of the Office 
of Price Administration seeking to 
hold rates to September, 1942, levels, 
the only permissible increases in the 
rates of a public utility or common 
carrier are those necessary to fulfill 
the wartime obligation of the utility 
or common carrier and to correct gross 
inequities. It does not seem to the 
Commission, however, that the impo- 
sition of this surcharge can be fairly 
regarded as an increase in rates and, 
therefore, within the field of price 
control as related to the national emer- 
gency. The state of Connecticut by 
action of its legislature has decided 
that recoupment of part or all of the 
cost incurred in the construction of 
the bridge should be accomplished by 
an appropriate charge against those 
who actually use the bridge. In view 


of this legislative decision by the state 
of Connecticut, the Public Utilities 
Commission, should it disallow the 
imposition of a surcharge for the use 
of the bridge by bus passengers, would 
find itself in a position of attempting 
an administrative veto of a legislative 
enactment. Had the legislature and 
the Bridge Authority seen fit, either 
might have prescribed that the toll be 
collected directly from each passenger 
and, by charging all users of the 
bridge for the privilege of using the 
bridge, it has in effect made the motor 
bus carrier a toll collector for the 
state. 

The Commission, therefore, finds 
that the petition should be granted. 

The New Haven and Shore Line 
Railway Company, Inc. is, therefore, 
authorized to charge all of its pas- 
sengers (over five years of age) 2 
cents per passenger in the operation of 
its motor busses using the new Thames 
River bridge of the Groton-New Lon- 
don Bridge Commission, effective 
with the opening of the bridge to pub- 
lic travel and continuing as long as the 
company is required by such authority 
to pay a toll for the crossing of the 
bridge by its motor busses, and sub- 
ject to further consideration by the 
Commission in the event the toll 
charge should be decreased in the fu- 
ture. 

We hereby direct that notice of the 
foregoing be given by the secretary of 
this Commission by forwarding true 
and correct copies thereof to parties 
in interest, and due return make. 





Epitor’s Note.—Similar action was 
taken by the Commission in Re Con- 
necticut Co. Docket No. 7300, February 
25, 1943. 
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PUBLIC UTILITY 
REGULATION 
IN 
WARTIME 


A Volume Containing the Entire 1942 Convention Proceedings 
of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Including round-table discussions and reports on other timely and 
important subjects: 


Effect of War Taxes Upon Utility Regulation—Present and Post-War Utility 
Regulation—Relations Between Federal War Agencies and State Regu- 
latory Commissions—W artime Transportation Problems—Service 
Company Costs—Uniform Power Factor Clauses in Electrical 
Rate Schedules and Fuel Adjustment Clauses in Utility 
Rate Schedules—Telephone Separation Studies— 

Utility Finance — Accounting and Valuation 

Problems—tThese and others 
$6.00 

COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1942 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 
Public Utility Financing in Wartime 
Progress in Public Utility Regulation 
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Commission in Special Telephone Studies 
Amendments and Interpretations Telephone Accounting System 
Accounting Procedures Requiring Commission Approval 
Interpretations of Uniform System of Accounts for Electric Utilities, 
Interpretations of Uniform System of Accounts for Gas Utilities G-1, 
Interpretations of Uniform System of Accounts for Water Utilities \V 

Ww, W-5 . *9*,* 
Rules Governing Preservation of Records of Electric Utilities ($.50) Gas Utilities ($.50) 

(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON. D. C. 











Industrial Progress 


Selected information about products, supplies and 
services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


Equipment Notes 
Pinco Markets Tree Insulator 


The Porcelain Insulator Corporation of 
Lima, N. Y., has just placed on the market 
a new all-porcelain tree insulator designed as 
a replacement for wood tree wire protectors, 
tree wire and tree-anchored insulators. It is 
made of Pinco high test porcelain, glazed, and 
has an extremely hard and smooth surface to 
take care of the abrasive action of the tree or 
branch. It is also of sufficient length (12, 14 
or 16 inches long), to take care of any con- 
tact required and even in multiple installa- 
tions is not too heavy for use on any span. 
Easy to install, the insulator is hung on the 
wire at the point of contact with tree or limb, 
and the tie wires threaded through the two 
holes at each end of the insulator and twisted 
about the service wire, thus holding it securely 
in place. 

The company expects that telephone and 
telegraph companies, as well as other utilities, 
will find the Pinco Tree Insulator to be the 
solution to their tree insulating problems. 

Complete details and specifications may be 
obtained by writing The Porcelain Insulator 
Corporation, 445 Main St., Lima, N. Y. 


New Street Lighting Globe 


A new smooth surface globe which reduces 
street and highway lighting maintenance is 
announced by Westinghouse Electric & Mfg. 
Company. 

Perfectly smooth on the outside, the new 
globe is finished on the inside with a uniform 
pattern of rectilinear configurations, through 
which light rays are diffused horizontally. The 
smooth outside surface retards the collection 
of normal dust and dirt, because there are no 
grooves to accumulate smoke and grease film. 
Scrub-brush cleaning is no longer necessary, 
and time required for cleaning and drying has 
been cut in half. It is available in two types, 
long and short. 

Additional information may be secured from 
the Westinghouse lighting division, Edgewater 
Park, Cleveland, Ohio. 


G-E Electronic Meter 

A new electronic time-interval meter for ac- 
curately measuring extremely short intervals 
—as low as 100 microseconds—has been an- 
nounced by the special products section of the 
General Electric Company. Specifically, the 
meter is designed for measuring the time in- 
terval between two events which can be con- 
verted into electrical impulses, such as the 
elapsed time between the closing of two con- 
trols; between two impulses to a phototube; 


and between an electrical impulse and a light 
impulse. 

Operating from a 115-volt, 60-cycle light- 
ing circuit, the meter is stabilized so that 
normal line- voltage variations do not affect its 
accuracy, which is two per cent of full scale 
value, or one scale division. The meter will 
continue to indicate the time interval after 
measuring, with a drift of less than one divi- 
sion per minute. When another reading is re- 
— a push button immediately clears the 

ial. 


Photoelectric Protection System 
Has Quarter-mile-plus Range 


A new photoelectric protection system now 
available from Photoswitch Incorporated, 77 

Broadway, Cambridge, Mass., projects a fence 
of invisible light over distances as great as 
1,500 feet and gives instant local or central- 
station alarm if an intruder enters the pro- 
tected area. Designed to meet government re- 
quirements, the equipment has an operating 
range longer than that of any other photoelec- 
tric system and is especially suited to the pro- 
tection of industrial properties, airports, har- 
bors, yards, docks, and similar large areas, the 
company claims. 

In operation, Light Source Type L60M is 
aligned with Receiver Type A30M to which 
it focuses a modulated beam of infra-red light. 
Because Type A30M responds only to the fre- 
quency of light emitted from the light source, 
it is not affected by other artificial light or by 
daylight. 

Within Light Source Type L60M, a fan 
driven by a gearless, brushless motor, serves 
as a light chopper to produce rapidly fluctuat- 
ing light of the desired frequency, and also 
cools the heavy-duty lamp, assuring long life. 
Once the invisible beam of light projected to 
Receiver Type A30M is momentarily broken, 
the alarm circuit latches in operation. 


Westinghouse Announces New Flexitest Case 
Westinghouse Electric & Mfg. Company 
announces the manufacture of a new type FT 
Flexitest cases for panel mounting. 
Present standard relay elements are used in 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 
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The Frem@iée 
AND THE PROMISE 


Under the whip-lash of war necessity, and in 
the steady manufacture of special-purpose 
vehicles for our Army, our Navy, our 
Marine Corps, and our Air Forces, Autocar 
product as well as Autocar production 
has become more efficient. The premise of 
improvement for war leads to the logical 
conclusion...the promise of improved 
Autocar Trucks for peaceful purposes 
when all this nasty but necessary busi- 

ness is behind us....So take care of 

the trucks you now have. Keep your 
pledge to U. S. Truck Conservation 

Corps. Factory-equipped Autocar 

Branches will help you. Work and 

watch for better days to come 

and, with them, better Autocars. 


AUTOCAR 


MANUFACTURED IN ARDMORE, PA. 
SERVICED BY 
FACTORY BRANCHES FROM COAST TO COAST 


AWARDED 
) “FOR EXCELLENCE OF 
PRODUCTION” 
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Equipment Notes (Cont'd) 
the new Flexitest cases, and are mounted on 
a removable unit chassis. Test connections can 
be made either by clip leads or test plug. The 
test switches are of high capacity, self-align- 








Covering every type of personal protective 
equipment, from protective hats, gas masks, 
respirators, and gas instruments, through the 
list to safety clothing, this publication details 
the practical “do’s and don'ts” of safety equip- 



















































ing knife blade construction with the movable ent care for key personnel, in a form readily 100 
blade and hinge jaw mounted on a molded adaptable for instruction of equipment users, 
block rigidly fastened to the case. Each cir- The M.S.A. Conservation Handbook is avail- F 
cuit can be identified by cards on the switch able without cost, upon request to Mine Safety y 9 
handle, and a red handle identifies the trip Appliances Company, Braddock, Thomas and U 
circuit. Meade Streets, Pittsburgh, Pa. ra 
Three size cases are available. All have a : z : ye 
metal cover with a transparent window for Repair and Maintenance Costs Recording Aid 
visual inspection of elements and observation Ingersoll-Rand offers, free of charge, to all | as 
of relay targets. users of rock drills a supply of printed sheets > 
Further information on the new Flexitest to aid in recording repair and maintenance ) 
cases may be secured from the nearest West- costs. These sheets make it possible to show Z & 
inghouse office by requesting catalog supple- accurately the upkeep cost of every drill in & 
ment 41-070, or from department 7-N-20, West- service; also such pertinent data as the drill ) 
inghouse Electric & Mfg. Company, East number, class, model, manufacturer, names, i 75 
Pittsburgh, Pa. and numbers of new parts installed, cost of Mi 
¥ installing parts, and number of shifts the drill 
works. 2 






The size of the sheets is 83 in. x 11 in. They 
are designed to fit in any standard file and 
are punched for use in standard 3-ring binders. 

For a supply of these helpful repair and 
maintenance cost sheets, write Ingersoll-Rand 
Company, 11 Broadway, New York, or any 
of its service branches. Specify Form 2358. 


Catalogs and Bulletins 
Safety Equipment Conservation Handbook 
Mine Safety Appliances Company, Pitts- 
burgh, Pa., has just published a comprehen- 
sive 32-page handbook entitled “How to Make 
Your Safety Equipment Last Longer.” 
























e Whatever the demands of the gasin- 
dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip. 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 











Under the able management of Mr. A. L. Smyly, pio- 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 













@ Mr. A. L. Smyly 
President 
sey, Iron 


nge 
aot Co. 


IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL ELIZABETH. N. J 
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TEST MADE AT APPROXIMATELY IOOOFEET GROSS HEAD 


EFFICIENCY — PER CENT 


40000 
HORSEPOWER 


FIELD TEST CURVE 
for 


000,000 H.P.—925 NET HEAD—450 R.P.M. 
VERTICAL FRANCIS TURBINE 


Built by 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 


Our facilities for building turbines, 
valves, rack rakes, gates, etc., are now in 
use for constructing ships for the Navy. 
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Why dig throug 


PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly — 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, + or more bolts. 


L-M Elbows, with compression units 
giving a dependable grip on both con- 
ductors. Also Straight Connectors and 





Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick pe 
installation and easy taping. ” 
Also sleeve type terminals, . 
screw type, shrink fit, etc. etc. 

eer 
Splicing Sleeves, Figure 8 and Oval, seamless tb- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 
Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 


(om ©. 5 ok BE Om @ oF ® | FITITIinG Ss 


| 





Catalogs & Bulletins (Cont'd) 
New South Bend Lathe Catalog 


South Bend Lathe Works, South Bend, Ing 
ana, announces the publication of a new cat, 
log, No. 100-C, which describes the entire 
line of South Bend engine lathes, toolroom 
lathes, and turret lathes. Each size and type 
of lathe is illustrated and fully described, The 
catalog may be obta’ned from the company, 


Booklet Describes Types of 
Synthetic Rubber 


United States Rubber Company, which 
cently placed in operation the world’s large 
synthetic rubber plant at Charleston, W. \, 
has used all available types of synthetic rubhe 
in its products since 1932, according to a hook 
let, “The Five Commercial Types of Synthesi 
Rubber,” just released by the company, 

Compiled for sales engineers of the rubbe 
company, the booklet traces the development of 
synthetic rubber from its laboratory begin 
nings, describes the properties of the commer 
cial synthetic rubbers, and relates briefly th 
part played by United States Rubber Compan 
in. their development, manufacture, and us 
in its products. 

The publication includes photographs of syn 
thetic rubber manufacture, many diagrams 
and a chart compiled from the experience of 
plants and laboratories of the company, giving 
the relative physical and chemical properties 
of natural rubber and of the five types of syn 
thetic rubber. 

The booklet, which has had a limited dis 


of the country, and is now made available fred 
upon application to the United States Rubbe 
Company, Synthetic Rubber Division, 123 
Sixth Avenue, New York City. 


¥ 


Manufacturers’ Notes 


Sylvania Executives Named 

Walter E. Poor, president of Sylvania Elec- 
tric Products Incorporated, has announced the 
appointment of F. J. Healy to the position o! 
vice president in charge of operations. 

Mr. Healy was formerly vice president 
charge of the lighting division. In his new 
post he will be responsible for all manutat- 
turing operations in both the lighting and the 
radio tube divisions of the corporation. 

Chester F. Horne, manager of operations a 

(Continued on page 42) 





“"MASTER*LIGHTS" 
© Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
CARPENTER MFG. CO. 


197 Sidney St., Cambridge, Mass. 
**MASTER*LIGHT*MAKERS 
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pipes CATALOG IS A GOOD REFERENCE BOOK WHEN IN NEED 
UTOMATIC CONTROLS. A COPY WILL BE SENT UPON REQUEST. 


Th 
e Mercoid Corporation, 4219 Belmont Avenve, Chicago, Ill 
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Manufacturers’ Notes (Cont'd) 


the fixture and appliance plants in Massachu- 
setts, has been named general manager of the 
lighting division, replacing Mr. Healy. In this 
post Mr. Horne will be responsible for all 
manufacturing activities at the company’s 
lamp, fixture, appliance, and fluorescent powder 
plants in New England and Pennsylvania. 


John Rosevear to Manage New 
Westinghouse Plant 

John Rosevear, veteran engineer, will man- 
age the new Fairmont, W. Va., works of the 
Westinghouse Lamp Division, Bloomfield, N. 
J., which includes the world’s largest fluores- 
cent lamp plant, Ralph C. Stuart, manager 
of manufacturing and engineering, recently 
announced. As manager at Fairmont, Mr. Rose- 
vear will codrdinate the manufacturing ac- 
tivities of the fluorescent plant, the new glass 
factory now being built, and an electronic tube 
plant. 


Ingersoll-Rand Posters 

A new series of industrial posters having 
as a theme “Use the air you need but don’t 
waste it,” are being sponsored by Ingersoll- 
Rand Company, manufacturers of air compres- 
sors and compressed-air-operated tools. The 
purpose of the series is to wage war on leaky 
hose couplings, valves, and other pipe fittings 
—and, by so doing, to help speed production 
and avoid wasted power. 

At the present time, five posters of the series 


Maximum H,S 
removal per [b. 


of Oxide! 
—__... 


@ Lavino Activated Oxide is 
made specifically for maximum sulphur re- 


moval...is not just a “‘satisfactory”’ purifying 
medium merely by virtue of incidental 
properties, but is made especially for maximum 

capacity and activity, maximum trace removal 

and shock resistance. As such, we do not believe 
you will find Lavino Activated Oxide has 
any close rival — comparing cost, comparing 
performance and comparing savings. 


We'll be glad to tell youall about its remarkable 
record; just write a note on your letterhead to 


E, J. Lavino and Company 
Y CaN 1528 Walnut St. 
ACTIVATED” 
ow W/ 

4413 * 


Philadelphia 


Penna. 


are available, with others in preparation. The 
desired number of copies may be obtained 
by writing to any office of Ingersoll-Rand Com. 
pany, or to the head office at 11 Broadway 
New York City. i 
Westinghouse War Equipment Output Up 
Delivery of war equipment from the plants 
of the Westinghouse Electric & Mfg. Com. 
pany during the first three months of this year 
has been increased 38 per cent over the first 
three months of 1942, the company reports, 


Water Treatment Service Bonded 


Chemical treatment of water to prevent and 
eliminate rust and corrosion in boilers, heat- 
ing plants, water supply systems, condensors, 
sterilizers and other water using equipment, 
is a bonded service being offered by The North 
American Fibre Products Company of Cleve- 
land. 

The complete service includes preliminary 
inspections, periodical check-ups and research 
consultations, all designed to pre-determine the 
existence of water impurities and to correct 
their dangerous effects upon wartime produc- 
tion, through scientific measures. 


Chevrolet Dealers Save Metals 

Scrap collections by Chevrolet dealers in 
eight months have reached the huge total of 
197,655,106 pounds or nearly 100,000 tons, Wil- 
liam E. Holler, Chevrolet general sales man- 
ager, has announced. 

“Of the total, 183,704,113 pounds or 91,852 
tons were metal—enough to make 20 subma- 
rines, 10 destroyers, two cruisers and 700 thirty- 
ton tanks,” said Mr. Holler. “In addition, the 
dealers collected 13,950,993 pounds of other 
important scrap materials such as_ rubber, 
paper, rags, burlap, bags, rope, etc.” 


Sylvania Opens Philadelphia Sales Office 


Don G. Mitchell, vice president in charge 
of sales of Sylvania Electric Products Inc, 
has announced that effective June Ist the com- 
pany will open a new sales office in the Lincoln- 
Liberty Building at Broad and Chestnut 
Streets, Philadelphia. 

Maintaining headquarters at this new office 
will be Garlan Morse, recently appointed man- 
ager of the Philadelphia sales division and a 
group of Sylvania lighting product sales repre- 
sentatives. 


Shipley Named Board Chairman 


Howard M. Hubbard, president of the Elliott 
Company, manufacturers of power plant and 
process equipment, announces the election of 
Grant B. Shipley as chairman of the board 
of directors of the company. : 

Mr. Shipley has had a long and successful 
industrial experience, having started in the 
shop as a mechanic, then progressing to drafts- 
man, designer, construction engineer, chief en- 
gineer, sales engineer, manager. He organized 
several substantial enterprises, of which he 
was president and chairman. As an engineer 
he has been connected with power plant equip- 
ment, shipbuilding, mining, wood preserving, 
ete. 
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HILE we are safe at home, these 

are going out to fight our battles. That 

they may survive — that they may win — 
it is our duty to keep them supplied with the 
best that America can produce, in planes, ships, 
tanks, and other equipment And these things 
must be made of the best basic materials, 
among them copper, tin and nickel, the use of 
which has been willingly sacrificed in the man- 
ufacture of many parts of Trident Meters. 


E REALIZE that, as a result of the use 

of substitute materials, new problems 
arise. A frank discussion of any such prob- 
lems you may encounter will be welcome, 
and should prove of mutual benefit. 


NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 
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FEDERAL UTILITY REGULATION ANNOTATED 


(FURA) 


The Public Utility Holding 
Company Act of 1935 
as administered by the 
Securities and Exchange Commission 


1935 to 1941, Inclusive 


A Section by Section Treatment 
of the Act, with 


(1) Effective SEC Rules 


(2) Annotations of Commission 
and Court decisions 


: (3) Supplemental notes 


OTHER FEATURES: Historical introduction, 
personnel of the Commission since organiza- 
tion (1934-1941), complete alphabetical list of 
subsidiaries of holding company systems, rules 
of practice, comprehensive subject index, an- 
nual pocket supplements. Price, $12.00; in com- 
bination with Public Utilities Reports, $10.00. 


AND TO KEEP YOU UP TO DATE: 


FURA - CURRENT SERVICE = SEC 


A continuing record issued twice a month, with special issues as required. 








Summaries and analyses of commission and court decisions 
Special studies of financial aspects, policies and practices 
Comments upon observable regulatory trends and tendencies 
References to and excerpts from addresses by members and staff 
Brief reviews of pertinent articles in periodical literature 

Notes on legislative proposals and congressional debates 

Guides to collateral material of interpretative or suggestive value 
= — information clarifying or expounding the Commis- 
sion's wo 


Subscription price $25 a quarter, including convenient binder and 
periodical index. 





PUBLIC UTILITIES REPORTS, INC. 


1038 MUNSEY BUILDING 
WASHINGTON, D. C. 
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the Nation's 5th Carrier 





A the Nation’s war-production plants, 
Grinnell Prefabricated Piping is providing 
FLUID TRANSPORT for steam, air, gas 
and liquids — vital services for production. 

In power stations, aviation gasoline refin- 
tries, synthetic rubber plants, fighting craft 
and merchant ships, Grinnell has furnished 
the experienced piping engineering to solve 
widely varied piping problems. 


Fortnightly 


From small, 
intricate process piping 
to the largest headers, 

Grinnell provides FLUID TRANS- 
PORT to speed war operations. 


Grinnell plants, at strategic points, afford 
modern facilities for fabricating the connect- 
ing links which convert a pile of pipe into a 
complete piping system for efficient wartime 
FLUID TRANSPORT. 

Write for Data Folder, “Grinnell Prefab- 
ricated Piping”. Grinnell Company, Inc., 
Executive Offices, Providence, R. I. Branch 
offices in principal cities of U. S. and Canada. 


neaancareo viene sy GRINNELL 


wHenever PIPING is invotveo 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 

















THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











DAY & ZIMMERMANN . INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 











oesiox —— DOtD, Bacon « Davis, anc. xax» cases 


CONSTRUCTION Eni 
OPERATING COSTS peers INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


ENGINEERS 
POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 


Steam, Electric, Gas, Hydro, 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Operating Betterments, “ Personnel Relations, 
Inspections and Surveys, 2 Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York Accident Prevention, 














J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 
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SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 
BOSTON e NEW YORK e CHICAGO «+ HOUSTON 
SAN FRANCISCO e¢ LOS ANGELES 





e PITTSBURGH 











THE J.G. WHITE ENGINEERING CORPORATION 


DESIGN ® CONSTRUCTION ® REPORTS ® APPRAISALS 
80 BROAD STREET, NEW YORK 

















BARKER & WHEELER, ENGINEERS EARL L. CARTER 
DESIGNS AND CONSTRUCTION — OPERATING 


Consulting Engineer 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — REGISTERED IN INDIANA, NEW YORK, OHIO, 
MANAGEMENT — APPRAISALS — RATES 


PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
11 PARK PLACE, NEW YORK CITY . Original Cost Studies. 
36 STATE STREET, ALBANY, N. Y. 


910 Electric Building Indianapolis, Ind. 








BLACK & VEATCH JACKSON & MORELAND 

CONSULTING ENGINEERS 
Appraisals, investigations and re- PUBLIC UTILITIES—INDUSTRIALS 
Ports, design and supervision of con- Se a ee ae eee 
struction of Public Utility Properties 


DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 
4706 BROADWAY KANSAS CITY, MO. 


BOSTON 


ENGINEERS 














NEW YORK 
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JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital JOHN DAVEY 
reclassification, original cost, security issues. 
Founder of Tree Surgery 











DAVEY TREE TRIMMING SERVICE 











A. S. SCHULMAN ELEctTric Co. Why Davey Service? 


Contractors Davey tree trimming service is 


TRANSMISSION LiINES—UNDERGROUND DistTrRI- : 
BUTION — Power STATION — INDUSTRIAL — both expert and economical. It 
CoMMERCIAL INSTALLATIONS is preferred by tree owners. It 


Cuxicaco saves headaches and money. And 
it is available almost anywhere in 
the United States. Try it. 

J. WwW. WOPAT Always use dependable Davey Service 
Consulting Engineer 
Construction Supervision 

besicaeonet DAVEY TREE SERVICE 


1510 Lincoln Bank Tower Fort Wayne, Indiana 


537 SoutH DEARBORN St. 








DAVEY TREE EXPERT CO. KENT, O10 





























Ce THE cooperation of the electric 
utility industry with the watthour meter manu- 
ers has kept the design and develop- 


of the modern watthour meter well 





. of metering requirements. Thanks to 


plcy elt important part in system ae 
yee normal Aimes are once si 
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SAVE 50% 
IN TIME AND MONEY WITH 














THE ONE-STEP METHOD 


ge 





OF BILL ANALYSIS 











WHAT effect is the war production program having on your bill dis- 

tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 





The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Boston Chicago Detroit Montreal Toroate 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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*Addressograph-Multigraph Corp. 
*Aluminum Co. of America 
American Appraisal Company, 
Autocar Company 








B 


Babcock & Wilcox Co., The 
Barber Gas Burner Company, The 

Barker & Wheeler, Engineers 

Black & Veatch, Consulting Engineers oe 
Blaw-Knox Division of Blaw-Knox Company. ‘44- 45 
*Brown, L. L., Paper Co. 
Burroughs Adding Machine Co. ................-.....-..-.-- 13 








C 
Carpenter Manufacturing Company 

Carter, Earl L., Consulting Engineer 
Cleveland Trencher Co., 

*Combustion Engineering Company, Inc. 
Connelly Iron Sponge & Governor Co. .... 
Crescent Insulated Wire & Cable Co., Inc. 
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Davey Tree Expert Company 
Day & Zimmermann, Inc., Engineers ...... 
Dicke Tool Company 
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Egry Register Company, 
Electric Storage Battery Company, The 
Elliott Company 





F 
Ford, Bacon & Davis, Inc., Engineers 
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General Electric Company Outside Back Cover 
Gilbert Associates, Inc. 48 
Grinnell Company, Inc. 
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Hoosier Engineering Company 


International Harvester Company, Ine. ............ 27 
I-T-E Circuit Breaker Co. ........ Inside Front Cover 
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Jackson & Moreland, Engineers -— “2 
Jensen, Bowen & Farrell, Engineers a SO 
Johns-Manville 23 
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Kerite Insulated Wire & Cable Co., Inc., The ssi 
Kinnear Manufacturing Company, The 

Inside Back sis: 
*Kuhlman Electric Company . 
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Lavino, E. J., and Company 
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Manning, J. H., & Company, Engineers ___. 
*Marmon-Herrington Co., Ine. 

Merco Nordstrom Valve Company 

Mercoid Corporation, The 


N 
National Association of Railroad and 
Utilities Commissi s 


Neptune Meter Comy 
Newport News Shipbuilding & Dry Dock Co. 
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Pennsylvania Transformer Company 
Penn-Union Electric Corporation 
Pittsburgh Equitable Meter Company . 


R 


Railway & Industrial Engineering Company .. 
Recording & Statistical Corp. 

Remington Rand, Inc. 
Ric-wil. Company, The 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Thermostat Comp 
*Robins Conveyors Incorporated 
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Sanderson & Porter, Engineers 
Sangamo Electric C pany 
Sargent & Lundy, Engineers 
Schulman, A. §8., Electric Co. 
Smith, Barney & Co. 
Stone & Webster Engineering Corporation ....... 
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Todd Combustion Division 
Vv 

Vulcan Soot Blower Corp. ...........--..--...--:---<0+ 
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White, J. G., Engineering Corporation, The — 
Wopat, J. W., Consulting Engineer ............--- 7 
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Ki Wood Roll: 
Offering the space-saving, coiling upward action 
and other operating advantages of the famous 
Kinnear Steel Rolling Doors, these ragged WOCD 


doors have piled up years of satisfactory service 
on various types of installations. 


Now — in wartime — when every possible pound 
of steel must be saved — these time-tested WOOD 
doors are the perfect answer to every service 
door need, in buildings of every type! 


Look at the advantages Kinnear WOOD Rolling 
Doors offer: Smooth, quick, easy operation... 
a rugged interlapping slat curtain that coils out 
of the way and out of reach of damage... 
maximum savings in floor, wall and ceiling space 
... full protection against wind and weather... 
choice of motor or manual control . .. neat, 
modern appearance ... and maximum savings 
in war-vital steel. Kinnear Wood Rolling Doors 
are available now, in any size, for new construc- 
tion or replacements. Write for details. The 
Kinnear Manufacturing Company, 2060-80 Fields 
Avenue, Columbus, Ohio. 


LINNEAR 


ROLLING DOORS 
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HELPING TO MEET AMERICA’S WARTIME NEEDS 


RESTORING WATER -SOAKED MOTORS 
and other electric equipment to service in 
fast time after immersion due to flood is 
highly important to war production. 
Temporary batteries of heating lamps 
have proved highly successful in meeting 
such emergencies, drying as many as 100 
small and fractional-horsepower motors in 
24 hours. In one installation set-up follow- 
ing a recent flood, two racks of thirty 
250-watt lamps were employed, with small 
fans at the ends of the drying area to 
increase air circulation. 


BIG BOMBERS FLY FARTHER when pilots 
have exact, minute-by-minute knowledge 
of their remaining fuel supply. This 
knowledge is now made possible by a new 
liquid-level transmitter just developed by 
G.E. The fuel level in each tank is indicated 


GENERAL (5; ELECTRIC 


by the position of a float in a veriical tus 
A spiral guide cut in the tube rotates 
float. Rotation of the float-shaft, in turn, j 
transmitted to the instrument panel by 
selsyn system. The narrow cylindrical shay 
of the new unit makes it practical for use; 
deep tanks. 


HEALTH PROTECTION FOR WORK 
assigned to remote or difficult-to-heat loca 
tions, such as a guard tower, is made easi¢ 
by the use of G-E forced-convection ¢e 
tric heaters. Rated from 2 to 15 ky, th 
heaters are available in both suspensio 
and portable types. By eliminating th 
necessity of running steam lines to out 
the-way points, the heaters contribute tt 
wartime conservation. 


YOUR ENGINEERS serving industry « 
other users of electric energy have an in 
portant war job to do in helping fo ma 
the most of our power resources. Electric 
ideas such as these, though sometime 
minor in themselves, can add up BIG whe 
widely applied—frequently saving energy 
man power, and critical materials. Gen 
Electric is ready to assist in the causes 
conservation by supplying further informe 
tion or application aid wherever be 
electrical utilization can help to win 
war. General Electric, Schenectacly, N.’ 


301-198-170 
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